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«you see, most checks are 
on La Monte Safety Paper” 





“Look over your transit clerk's 
shoulder. You'll find that most of the 
leading banks and business firms use 
LaMonte Safety Paper.” yx That was 
the statement recently made by a 
check salesman in convincing a 
prominent banker that the checks and 
drafts of his institution would gain 


added safety and prestige value if he 






La Monte Safety Papers are today specified by leading business institutions from coast to coast, 






specified LaMonte. +x The selection of 
the best paper for every purpose is 
one of the many ways in which 
a competent Printer or Lithographer 
can be of real assistance in creating 
checks and other forms worthy of 
your institution. He is a good man 
to know. You can depend upon his 
judgment and ability. 


including more than 75% of the nation’s largest banks. 
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Making Capital Loans 


Sirs: I have read with great interest 
ihe article of Henry Sherman on making 
‘apital loans. His article is_ sensible, 
timely and well-written. I believe com- 
mercial banks, as well as savings banks, 
‘an lengthen the maturity of a reasonable 
amount of their loans, although it would, 
of course, be impossible for a commercial 
bank to go to ten years, as Mr. Sherman 
says his bank does. 


R. M. Hanes, President, 
Wachovia Bank and Trust 
Company, 
Winston-Salem, North Carolina 


Sirs: My associates and I have found 
Mr. H. S. Sherman’s article, ‘“‘Making 
Capital Loans,” in the July issue of The 
Burroughs Clearing House very interesting 
and have written to Mr. Sherman con- 
gratulating him upon the article as well 
as upon the bank’s success in the handling 
of loans of this type. 


H. E. Warp, President, 
Irving Trust Company, 
New York, N. Y. 


Sirs: I have read with great interest 
Mr. H. S. Sherman’s article, ‘“‘Making 
Capital Loans.” 

I find nothing in it with which I would 
disagree. One hiatus in the American 
banking system, as compared with most 
European banking systems, for example, 
has been a lack of facilities for inter- 
mediate credits which fall short of long- 
term bond or debenture issues but still go 
beyond the commercial early self-liquidat- 
ing paper with which our banking system 
has been more familiar. Surrounded by 
the caution which the Society for Savings 
in Cleveland has exercised, certainly no one 
can doubt that the development is a proper 
and constructive one in the American 
banking system. 


LEON FRASER, President, 
The First National Bank of the 
City of New York, 
New York, N. Y. 


Sins: Henry S. Sherman’s § article, 
‘““Making Capital Loans,” is timely and 
interesting. He appears to have inaugu- 
rated a very comprehensive and well con- 
ceived plan for handling this type of 
credit in his institution. 

The subject of capital loans is one to 
which we have given considerable thought 
at the Marine Trust Company for some 
lime. We have extended credit on a three 
to five year basis in a number of cases, 
and we feel that there is a definite place 
for sound loans of this type. 


GEORGE F. RAND, President, 
The Marine Trust Company 
of Buffalo, 
Buffalo, New York 


¢¢ 


The Graduate School 


Sins: The article in your August issue 
on The Graduate School is deserving of 
compliments and appreciation from those 
who have had the privilege of attending 
there. 

Mr. Barton certainly has a complete and 
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sympathetic understanding of that fine 
enterprise and has told about it most 
effectively. It surprises me that one who 
has not been in actual attendance should 
really know so much about the purposes 
and the program of the school. 
R. D. GRIFFIN, 
Assistant Vice-president, 
Mercantile-Commerce Bank and 
Trust Company, 
St. Louis, Missouri 


¢¢ 


Trust Opportunity 


Srrs: On pages 37 and 38 of the August 
1938 issue under Court Decisions you 
state in the case of Bride vs. Stormer, 
15 Northeastern Reporter, Second Series, 
282: “This decision apparently carries 
out the equitable principle that one who 
reaps the benefits of a transaction cannot 
escape its liabilities and disadvantages.” 

You will note in the report of this case 
that the court applies this to a resulting 
trust. This would not be true of an 
express trust, that is a trust in which there 
is a written trust agreement and in which 
trust the mortgage definitely states that 
the holder of the note shall Sock solely to 
the premises as security. 

As pointed out by D. I. Jarrett of the 
firm of Deming, Jarrett and Mulfinger, 
33 North LaSalle Street, Chicago, Illinois, 
this opens up a field for trust companies 
for it is our understanding that under 
Illinois decisions there is no liability on the 
part of the trustee or the beneficial owner 
where a trustee in an express trust makes 
such a mortgage. We believe this should 
be called to the attention of your readers. 

A similar case decided by the Illinois 
a Court covers a resulting trust. 
This case is, “in the matter of the Estate 
of Andrew J. Maloney, deceased in re 
claim of Edgar J. Godwin as appellant, 
296 Appellate, page 179, General Number 
9,303.” 

GLEN H. TYRRELL, 

Secretary and Trust Officer, 
Austin State Bank, 
Chicago, Illinois 


*¢¢ 


Express Conference 


Sirs: From September 20th to 22nd, 
the third annual sales conference of the 
Railway Express Agency, Inc., will be held 
at the Stevens Hotel in Chicago, Illinois. 
As this item will be of interest to your 
readers you may want to make mention 
of it in the September issue of your 
publication. 

K. N. Merritt, 

General Sales Manager, 
Railway Express Agency, Inc., 
New York, N. Y. 


¢¢ 


Dividend and Bonus 


Sirs: An interesting news item, accord- 
ing to our friends in the bank, is that we 
paid our employees a special mid-year 
bonus of an amount equal to 5 per cent 
of their total earnings for the first six 
months. The officers did not participate 
in this bonus because of a profit sharing 
plan which provides for a quarterly bonus 
to be paid all officers. 

A Sruideed of $1 per share was paid 
June 23 to stockholders, this being the 
second dividend of 2 per cent on our $50 
par value paid so far this year. 


Byron Moser, President, 
Mutual Bank and Trust Company, 
St. Louis, Missouri 





st 
9) 
d 


2S 


ri 


in 


ies 


er 
ld 
rs. 
Dis 
st. 
ite 


nt, 
er 


id, 
the 
eld 
1S. 
our 
ion 
our 


yrd- 


ear 
ent 

Six 
vate 
‘ing 
nus 


aid 
the 
$50 


ourl 





September, 19383—-THE BURROUGHS CLEARING HOUSE 








-++ In the TREND of BANKING :- : - 








Diamond Jubilees for 
Pioneer National Banks 


June 20 marked the beginning of quite a 
red-letter period in the history of a number 
of national banks. 

For in 1863 the National Bank Act was 
passed permitting the chartering of banks 
by the Federal Government, and the oldest 
national banks in the country have been 
celebrating their 75th anniversaries with 
appropriate ceremonies, commemorative 
advertising, and open house festivities. 

Charter No. 1 was received on June 20, 
1863, by the First National Bank of 
Philadelphia at the special behest of Mr. 
Jay Cooke, who had actively assisted the 
government in negotiating its war loans. 
The second of four charters granted on the 
first day was to the First National Bank 
of New Haven, Conn. 

In its anniversary booklet which traces 
the development of Chicago as well as the 
career of the bank, the First National 
Bank of Chicago claims the distinction of 
being the second national bank in the 
country to commence operations. It 
received Charter No. 8. 

Another outstanding institution, the 
First National Bank of New York, re- 
ceived its national charter July 21, 1863. 
Beginning with a $200,000 capital in- 
vestment, it now has total resources of 
$677,494,786. 

Said to be the oldest bank in the South 
is the First National Bank of Louisville, 
Ky. Its charter, No. 109, was the first 
granted south of the Ohio River; a recent 
tabulation showed that of its 108 prede- 
cessors throughout the country, only 35 
have survived. 

According to word from the_ First 
National Bank & Trust Company, Hamil- 
ton, Ohio, its 75th anniversary was to 
occasion a week’s celebration last month 
in which the lobby was to be transformed 
by appropriate decorations into the period 
of 1863. The employees were to wear 
costumes of that era, and many activities 
and exhibits were planned. This Ohio 
bank received Charter No. 56. 

Celebrating its 75th anniversary on 
June 29, the Third National Bank & Trust 
Company, Dayton, Ohio, was host at an 
open house party. A young couple 
dressed in the fashion of 1863 arrived at 
the bank in a buggy and distributed souve- 
nirs to visitors. The bank is the oldest 
national bank in Ohio and the Fourth 
Federal Reserve District, having received 
Charter No. 10. 

On the occasion of its diamond jubilee 
the First National Bank of Scranton, Pa., 
oldest bank in the community, distributed 
a booklet tracing the interesting history of 
the institution and of Scranton. In the 
booklet is related the attempt by a rival 
group to obtain a prior charter and the 

right to the title ‘First National’’; haste 
in making up the papers proved fatal as it 
resulted in the application being rejected 
because of irregularities. 

A dinner marked the celebration of its 
75th anniversary as a national bank by 
the First National Bank & Trust Company 
of Ellenville, N. Y. Officers and directors 
of the other local banks were guests. 


Bowery Bank Has 
Unique Board Room 
Probably few banks in the country 


provide as completely and conveniently 
equipped a board room for their directing 


officers as does the Bowery Savings Bank 
of New York. Two views of this room 
and its equipment are reproduced below. 

When matters pertaining to the bank’s 
real estate mortgages and real estate 
owned are up for consideration, members 
of the executive committee are enabled to 
visualize the properties, environs, trans- 

ortation, etc., through such illustrative 
innovations as large detailed wall maps, a 
giant aerial eae. and enlarged 
pictures flashed upon a screen. 

The wall maps show all sections where 
the Bowery Savings Bank has or will 
make real estate loans. (It now holds 
approximately 6,500 mortgages and owned 
properties.) Relationships of the sur- 
rounding land and water to the areas are 
indicated, and all major thoroughfares and 
means of transportation are clearly shown 
in color. Wall surfaces are prepared in 
such a way as to permit alterations and 
additions without detracting from their 
appearance. Where possible, counties are 
shown in their correct relation to each other. 

Effective use of the wall maps is made 
during general or outline discussions of 
properties. Before each meeting of the 
executive committee, numbered markers 
are set upon the maps to show the general 


location of properties to be discussed. 
Monthly or quarterly, the committee’s 
activities can be reviewed by showing on 
the maps all properties considered during 
the period. 

On the west wall of the room a 35-foot 
aerial photograph of New York, taken 
from an altitude of 16,000 feet, shows all 
of Manhattan Island and parts of the 
Bronx, Queens and Brooklyn. Such a 
comprehensive view of the city emphasizes 
the relationship of the outlying territory 
to central manufacturing, shipping, indus- 
trial and business districts. 

For more detailed study of individual 
sections or properties, a special Trans-Lux 
projection machine throws enlarged photo- 
graphs, layouts, charts and other pertinent 
information on a large screen which is 
located at the far end of the room. Small 
sections of maps, on which are marked 
exact property locations, are held in 
readiness for use in the machine whenever 
needed. The screen is designed to show 
any image clearly without the dimming of 
lights. Swivel chairs make possible con- 
venient views of all wall surfaces and the 
projection screen. 

Deserving of pectin mention is the 
room’s giant mahogany board table, at 








Wall maps, aerial photograph, and projection screen are among the visual 
aids in this board room of the Bowery Savings Bank which enable members 
of the executive committee to study real estate loans more intelligently 
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ALL bank mail is Important- 


to the people who get it! Because bank mail 
usually concerns money, and money is impor- 


tant. Careless handling, wrong destination, 
delay in transit may cost somebody money. 
Nobody neglects an envelope from a bank 
even if it contains only an advertisement! 
Mail so important to the customers is 
important to the bank. That’s why so many 
small banks as well as the large banking 
houses depend on the Postage Meter. 


The Postage Meter prints the postage on 
the envelope—and a dated postmark at the 
same time for the bank’s protection. Metered 
Mail has its own reception window at the 
postoffice, need not be faced, cancelled or 
postmarked; saves time and can make earlier 
trains. And usually arrives in better condi- 
tion because of less handling! 

The Postage Meter usually pays its own 
way, Saves time and money in the mailrooms, 
gets monthly statements and peak mailings 
off in less time, on time. 


And because the postage is in the Meter, 
set and sealed by the postoffice, it’s safe 
from theft, loss and misuse. There are no 
sticky stamps to buy, count, perforate and 
guard. There is never any shortage of proper 
denominations—because the Postage Meter 
prints any denomination needed. And be- 
cause always visible counters show the 
amount of postage on hand, amount used 
and pieces mailed, postage accounting is easy 
and positive. 


I- YOUR BANK doesn’t use Metered Mail, 
why not get a demonstration in your own 
mailroom—and learn why so many banks do! 


THE PosTAGE METER Co. 


975 Pacific Street, Stamford, Conn. 


Branches in principal cities 


Consult your telephone directory 
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which the trustees are seated. Originally 
built inside the bank’s older quarters at 
130 Bowery in 1894, it was large enough to 
seat the 42 members which formerly con- 
stituted the board. When it was moved to 
its present quarters on 42nd Street, diffi- 
culty was experienced in finding a moving 
van large enough to transfer the table 
intact, and hoisting it into the building 
presented a sizable engineering problem. 


West is Scene of 
F.A.A. ‘*Round-Up”’ 


For the second time in the history of the 
Financial Advertisers Association, its an- 
nual convention will be held in the friendly 
and hospitable West. Fort Worth, Texas, 
will be host city to the 1938 convention, 
which will be held October 31 to November 3. 

In describing the convention this year 
as essentially a working conference, George 





GEORGE O. EVERETT 


O. Everett, assistant vice-president of the 
First Citizens Bank and Trust Company, 
Utica, N. Y., and general convention chair- 
man, has announced the general theme of 
the convention as: A study of the applica- 
tion of research to the problems of the 
financial field, including a study of the 
effects of the present banking situation on 
the public relations problem. Public serv- 
ice aspects of banking will be stressed. 

The F.A.A. School, which was an out- 
standing feature of last year’s convention, 
will again be conducted this year. Classes 
in the school will be called to order punctu- 
ally at nine o’clock each morning, con- 
cluding at ten o’clock. 

Dr. J. C. Dolley, head of the Department 
of Banking, University of Texas, will pre- 
sent a four-hour course in: How to meet 
the public relations problems created by 
changing economic situations. A_ two- 
hour course in employee training, demon- 
strating laboratory methods and a work- 
able, proven plan will be given by George 
O. Everett. Other general courses and 
timely departmental addresses and con- 
ferences are scheduled. 

_ The program as announced to date 
indicates there will be no lack of notable 
and interesting speakers. Elmo Roper, 
who conducts the Fortune Magazine 
quarterly survey, will place his experience 
in the field of sampling and appraising 
public reaction before the convention in an 
address on: Can Research Benefit Banking? 

Bert H. White, vice-president of the 
Liberty Bank of Buffalo, originator of 
practical ideas for improving relations with 
industrial customers, will speak on the 
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a ye How banks can help their indus- 
trial customers through research labora- 
tories. 

The local committee promises something 
different in the way of Western entertain- 
ment, and issues a warm welcome to 
bankers all over the country, whether 
members of the F.A.A. or not, to attend 
the Fort Worth convention. 


Bank of America Finances 
Giant Housing Project 


A $2,500,000 FHA insured loan has 
been made by Bank of America N. T. & 
S. A., to assist in financing the 72%-acre 
rental housing and business district project 
of Wyvernwood, on the east side of Los 
Angeles. 

Said to be the largest project of its kind 
ever launched by private capital, Wyvern- 
wood will consist of 142 two-story _resi- 
dence buildings, containing 1,102 living 
units and a total of 4,443 rooms. Total 
investment is expected to exceed $6,000,000. 

Bank of America’s loan is insured under 
Section 207 of the National Housing Act, 
which provides for FHA insurance on 
mortgages up to $5,000,000 to finance 
economically sound large scale housing 

rojects. A private estate is providing a 
urther substantial investment. 


Reserve Bank Reports 
On Loans to Business 


Especially interesting to banks in the 
light of current discussions concerning 
liberalizing credit is the experience of the 
Federal Reserve Bank of New York with 
direct business loans. 

Since 1934, Federal Reserve banks have 
been authorized to make up to five-year 
loans to established business concerns in 
their districts for the purpose of providing 
working capital, where such businesses 
were unable to obtain financial assistance 
from the usual sources. 

In its August review of credit and busi- 
ness conditions, the Reserve Bank of New 
York states that since the severe decline 
in business there has been a considerable 
increase in the number of inquiries from 
concerns seeking loans. It is noted, how- 
ever, that “in a large percentage of the 
cases the needs were for permanent addi- 
tions to proprietary capital or for other 
types of loans that are ineligible for this 
bank under the law, or that the conditions 
of the business of the prospective borrower 
was such as to provide no sound basis for 
bank credit.” 

Although in such cases those inquiring 
were not encouraged to file applications, 
nevertheless the number of applications 
received during the past few months has 
increased to the highest point since the 
first half of 1936. Since June, 1934, a 
total of 1,348 applications have been re- 
ceived and 504 approved, for approxi- 
mately $24,500,000. The loans ranged in 
size from a $300 advance to the proprietor 
of a delicatessen store to a $4,200,000 loan 
to an automobile company. 

Out of four years of experience with this 
type of business loan, what have been the 
results? Not altogether satisfactory, ac- 
cording to the Reserve Bank’s statement. 
It is pointed out that some of the loans 
“served a useful purpose in enabling the 
borrowers to maintain or increase employ- 
ment and to rehabilitate their business. 
But although great care was exercised in 

the original review of the applications, and 
constant supervision has been maintained, 
it has been necessary to place a number of 
the loans on the ‘trouble’ list of this bank, 
and in a few cases the borrowing concerns 
have failed despite the receipt of loans. 











30 day 
FREE TRIAL OFFER 


New Quarterly Edition 


POOR’S 
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Covers every corporation with listed 
securities . . . Rails, Utilities. 
Industrials, Fiscal Companies 
and Governments. 


Includes complete bond and stock 
descriptions . - comparative 
income accounts and _ balance 
sheets, officers and _ directors, 
etc., etc. 


Unique . . . Analyses and Opinions 
on 44 industries and 450 
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FREE TRIAL offer. Send for 
your copy today. 


Poor's Pusuisuinc Company 
90 Broad Street, New York 

















“In =e. the experience of this bank 
with this type of loan indicates that the 





For more than 26 years, Em- 
ployers Mutual has been a 
stalwart exponent of sound 
Mutual Insurance. During that 
time it has saved many millions 
of dollars for policyholders 
through efficient administra- 
tion, reduction of rates, and 
accident prevention. Your in- 
vestigation is strongly urged. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 
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income received, even at rates as high as 
6 per cent, is not adequate to cover ex- 
penses and losses.” 


A. B. A. Studies 
Bank Earnings 


A comprehensive study of bank earnings 
and the various factors affecting them is 
being made by the Research Council of the 
American Bankers Association, and will 
be the subject of a general report at the 
annual A. B. A. convention in Houston 
in November. 

The Research Council is making a survey 
of the profits and losses arising from 
various departments in banks, the possi- 
bilities of i new sources of income 
through personal loan departments and 
adequate service charges, and the develop- 
ment of bank operating economies. It is 
also re-studying the question of competition 


with bankin 
agencies, an 
competition. 

A world-wide survey is also being made 
of the practical effect of current political, 
social and economic developments on the 
earning power of banks. 


Attendance Urged 
at Trust Conferences 


Two important regional trust confer- 
ences, designed to enable trust executives 
to discuss freely the pressing problems 
which engage their current interest, are 
scheduled for September and October. 
Both will be under the auspices of the 
American Bankers Association. 

First will be the ninth Mid-Continent 
Trust Conference, to be held at The 
Stevens Hotel, Chicago, September 29 
and 30. The Corporate Fiduciaries Associ- 


by government lendin 
means for meeting suc 
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facilities and cooperation 
of all departments 
are available 


to correspondent banks 
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ation of Chicago will act as host at the 
conference, the first to be held in the mid- 
west since 1932. In addition to a program 
which is to include speakers of national 
prominence, there will be ample oppor- 
tunity for open forum discussion, and 
- aga will be conducted along informal 
ines. 

Plans are also actively under way for 
the Sixteenth Regional Trust Conference 
of the Pacific Coast and Rocky Mountain 
States, which will be held at the St. Francis 
Hotel, San Francisco, on October 19, 20 
and 21. W. J. Kieferdorf, vice-president 
and senior trust officer of Bank of America 
is general chairman of the conference. 

obertson Griswold, president of the 
trust division of the American Bankers 
Association, strongly urges trust officers 
from the states represented in the confer- 
ence areas to attend these meetings. 


Bank Distributes 
Price Tags 


An unusual form of credit finance pro- 
motion has been 
developed by 
Bank of America, 
in the form of 
attractive price 
tags as shown 
at left. They are 
identically 
printed on both 
sides. These 
price tags have 
been distributed 
to household 
appliance and 
other dealers 
co-operating 
; with the bank’s 
““Timeplan” for financing installment sales. 

The tags have apparently been in 
demand for the bank recently re-ordered 
an additional supply. It is said that a 
total of 7,500 have already been distributed. 





Timely Survey of 
Average Bond Prices 


Because of the new revisions in invest- 
ment and examination regulations involv- 
ing banks’ investment portfolios, a survey 
7 the Manufacturers Trust Company of 

ew York covering all listed bonds that 
can be classified in Group II is of timely 
interest. 

Under the new regulations, securities in 
Group II will be valued at the average 
market price for eighteen months just 
preceding examination. The survey by 
Manufacturers Trust Company shows the 
average of the monthly high and low prices 
of these bonds during the eighteen months 
prior to July 1 of this year. 

All commercial banks in the United 
States were sent copies of the tabulation, 
accompanied by a letter of explanation 
from President H. D. Gibson. In a later 
edition of its investment service, the 
Manufacturers Trust Company plans to 
include a similar computation for the more 
active unlisted bond issues; the method of 
determining the average prices for this 
class of securities has not yet been an- 
nounced by examining authorities. 


Morris Plan Bankers 
Convention 


Committee appointments, drawn from 
130 leading American cities, have been 
made in preparation for the 19th annual 
convention of the Morris Plan Bankers 
Association, to be held October 10, 11 and 
12 at The Greenbrier in White Sulphur 
a. West Virginia. Harry E. Small, 
of Cleveland, is general chairman of the 
convention. 
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President Schwoeffermann discusses investment reports with Cashier H. Meidell 


eports that Aid 


BANKING PRorirs 


This first of two articles describes records which enable a 
small bank to plan its investment program intelligently 


VERYONE tells us that we main- 
tain a set of records and reports 
considerably more detailed than 

is common in banks of our size. Cer- 
tainly we keep up on paper all of the 
information that we consider neces- 
sary to the close control and efficient 
operation of our institution. Yet we 
have no records that we feel are less 
than essential. Lacking any of these, 
we do not see how we could be sure 
that we were doing our banking job 
as well as we could and should. 

Just how to set about describing 
these records and reports for the under- 
Standing of our fellow bankers is a 
problem. We might break them down 
into two classes, those for the guidance 


By 
B. J. SCHWOEFFERMANN 


President, The Citizens National Bank of 
Chicago Heights, 


Chicago Heights, Illinois 


of the managing officers and those for 
the information of the directors. Or, 
looking at them from another direc- 
tion, we might subdivide them as 
records pertaining to investments and 
records pertaining to all other aspects 
of bank management. 

In deciding to use this second classi- 
fication, investment records and all 


other records, we are actuated by our 
very definite convictions about the 
proper relationships of the board of 
directors to the actual running of the 
bank. To us, it seems beyond argu- 
ment that there should be no clear- 
cut line dividing the responsibilities 
of the directors and the responsibilities 
of the officers. We believe that the 
ultimate responsibility for every ac- 
tivity of the bank must rest upon the 
board. The officers, who accept their 
powers from the board, are delegated 
to use these powers merely because 
the board members cannot afford the 
time from their everyday jobs to per- 
form the actual tasks of banking. 

It logically follows that the directors 
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Prorit ano Loss — Securities Soin on 
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———-| pan verve | 
sus | | 


j DATE 
—-s 


3/16/38 | 6/10/38 100,000. 


| 2/9/38 6/AL/38 | 50,000, j He Oe Le Ce 2 3fis 149/39 
6/6/38 | 6/21/38 | 50,000. 


Govermmonts 


U. S. Treasury 2 1/27 9/15/24 


U. Se Treasury 2 1/2% Notes 9/15/38 
| | Quasi-Governnents 
| 5/31/38 | 6/3/38 

| 1/6/38 } 


| 5,000¢ | Fed. Hiatle Ltges 25 5/15/45 





|6/3/38 | 10,000. | Fed. Home Loan Banks 2% 113 
Municipals 
| 5/e/s7 |6/2/38 | 2,000, | Flossmoor, 111. 4 1/2% 6/1/38 

} | Tax Anticipation ‘iarrants 
3/5/31 | 6/9/38 | 10,000, Chicago, Ill. 1937 Bldg. 2 1/25 
| o/a/sr : 6/9-13/38 5,000. | Chicago, Ill. 1937 Educ. 2 3/:t 
| 7/37 | 6/15/38 | 25,000. Chicago, Ille 1937 Bl2re 3 
| 10/24/37| 6/21/38 | 25,0009 | S/D #170 1937 Bduc. 3 1/le: 


| 12/6/37) ¢ po 
| 2/9/36 )|6//58 25,000. 


| 2/9/38 | 6/2/38 
SAT/3T Ve toy. fap | 

} 1 arn 

| 11/29/37 | 6/21,/38 


8/D #170 1937 Educ. 3 1/2% 
5,900» | S/d #2170 1937 Educ. 3 7/1 
25,000. | S/L $206 1937 Educ. 5 1/1; 

23,0005 | S/D #206 1937 Educ. 2 1/2% 


Other Ponds and Securities 





2/25/36 |6/17/38 1,000. | Ae Ee Staley iifge Cos Ly! 11,6 
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[361 ,000. 





These convenient records provide a complete picture of the profit and loss 


should be informed of everything that 
their officers do for the bank. Common- 
sense limitations narrow this down to 
meaning that the directors be told 
everything of significance as it affects 
the institution’s safety and earning 
capacity. Supplied with this really 
significant information, they can act to 
approve what has been done or to set 
the management back upon the right 
road when it has wandered a bit. 
Only when they are given these salient 
facts can they discharge their true 
and proper functions of directing. 


HEN you comprehend this phi- 

losophy and appreciate that we 
carry it out, you will understand why 
it is difficult to subdivide our records as 
between those for the officers and those 
for the directors. All of our records 
and reports are worked up for the 
definite purpose of developing them 
into working information for the board 
of directors. Naturally, we try to do 
this in such manner that the officers 
will benefit in their management of 
the bank’s affairs and attain the best 
possible results for the bank. There- 
fore, many of the records that are used 
every day by the men who make our 
bank’s loans and investments and who 
control our expenses and deal with 
our customers, serve the double pur- 
pose of likewise informing the directors 
at their monthly meeting. Our belief 
that there is no really clear line 
between the responsibilities of the 
directors and of the officers manifests 
itself in our paper work. As might be 




















































(Sehedule 4} 
Pain Mont or__Jume, ___ 198 
Paio cost | © © CARRIED 800K panna —z| soL0 © | AMOUNT REC'D esc” Porat enor] mecoventes 
see ——|—__— 
| | | ; 
i | 
100 100, 000,00 loc | 100,000.00 } } * ¢f2 poe 1,167 650 |L1°7.5C 
lace 5/32 §1,01552 | | 200 50,00046¢ [1015-62 | 2/21/38)105 6/52} 51,595e75 | 578013] 576013 | 2,015.62 
| 
0127/2} 50,921.98 “hor oa 50,921688 | | 100 | 50,000.00 | 921.88 o21.08% 
| 
100 5,000.00 | 1¢0 5,000.00 | 100 32 5, 06.08 L688} 16.68 
100 3/32|  10,002414 | 100 10,000.00 | 8.23 | 4/6/38 |101 6/32 10,12500€ | 116007| 116.87 8633 
/32\ 2013 
| | j 
| } | | J 
101 1/2; 2,031.23 ,10n 1/2 | 2,032623 | | | 100 | 2,000.00 31023 31.23 
| | } | 
100 1/2| 10,05090 | 104 10,0°0e6C | 50.60! 3/5/37 ' 100 10,000.60 50,00" 
i . , 2 * 
100 1/4 5,012650 10¢ 5,000.06 12650 | 6/8/37 | 100 52000000 | 12.50 | 
| on l eae | | 
100 5/8| 25170806 | 100 25,000.0¢ 170,06 8A7/37, 100 | 25,Cc0.00 170,00* | 
ion SE 106 | 25,0co.ce | | | 100 25,00000C | 
5, 2008 
| 1 - ~ 
sao 25,000900 10¢ 254000600 | | | oc 254000400 | 
} } | j a | 
sn 5,001 oft loc 5,C00sCC | 100 5,000.00 | 
100 25.9 100 25,00C0C | | 106 25,000.00 | 
ae ' 
} 
100 2 ott | 100 23,000.06 | | 10¢ | 23,000.00 
’ j j | 
| | 
| 
101 1, 010964 | 10¢ 1,060sCC | 10.00 5/23/36 | 104, 1, 0020¢ 30000} 3090¢ 10.00 
’ 
| 
| | 
| 301, 953012 [1266-25 i | 366, 9954033 ‘iced 3713077 | 14055075 
| | | 
| * Pigures shown in red on original forms } 





expected, many of the same records 
serve officers and directors alike. 

In selecting the course of describing 
our records first grouped as affecting 
investments and second as affecting 
all the rest of the bank, we are guilty 
of choosing by convenience rather 
than by logic. Because investments 
have assumed major importance in 
today’s banking, our statistical records 
in the investment field constitute very 
nearly one-half of all our reports. 
Let us, therefore, consider these records 
in this first article, and defer to the 
second article a consideration of the 
others. 

The basis of our investment records 























































on securities sold during the month 


is a set of cards that we call the bond 
cards. There are three cards for each 
investment in the portfolio. Before 
describing them, let me warn that 
making them up and using them is far 
simpler than the description. When a 
bond, or tax warrant, or other invest- 
ment paper is purchased, the cards 
are made up for it. The job takes 
just a few minutes for the stenog- 
rapher, who as her principal duty 
serves two of our officers. She types 
up the cards from a very few items of 
information given her, files them, and 
when eventually the bond matures or 
is sold, she removes the cards from 
the file into a dead section where they 





Lobby scene at The Citizens National Bank, a $2,500,000 institution 
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remain for future consultation if ever 


ve should need them. : 

The first card, the Maturity Card 
(see sample of card below), carries the 
maturity date, the safe-keeping receipt 
number and a description. On the 
reverse side is our amortization sched- 
ule and book value, projected for- 
ward by months to maturity. The 
$10,000 bond shown on the sample 
card was purchased at a premium of 
$150. The law provides that it may 
not be carried above the call price, 
which varies downward during the 
term, until it reaches face on August 1, 
1944. An amortization of $2 monthly 
will make this come out at face just 
ahead of the date when it becomes 
callable at face. Therefore, we set the 
amortization at this rate, and have it 
typed off on the reverse side. Then, 
whenever we may wish to consider this 
bond for sale or other disposal, a glance 
at the card shows exactly its book 
value at the moment. 


HE second card, the Interest Ac- 

crual Card, carries on its face the 
amounts of interest actually due at the 
end of each month. We run our 
interest accrual monthly. Thus, with 
this bond carrying a coupon for $150 
on February 1 and August 1, the 
interest accrued by the end of February 
or August is $25, end of March or 
September $50, and so on up to the 
end of January or July, at which time 
it reaches $150. When the coupon 
comes due, we credit it to Interest 
Earned Not Collected. 

The third is the Rating Card, in 
this instance, A-3. This card shows also 
the callability and the dates. Obvi- 
ously, this schedule of callability ties 
in with the amortization schedule on 
the reverse of the Maturity Card. 

The Maturity Card is filed by the 
maturity date. The Interest Accrual 
Card is filed alphabetically by name 
of the issuer. The Rating Card is 
filed by rating. Each of these three 
files is broken up into nine sub- 
classifications according to the nature 
of the bond, and these nine classifica- 
tions run through most (See page 26) 






















































































me" © © © 
———_——. — MUNICIPAL _BOMDS* __ dune 50,1938. 
PAR OESCRIPTION pur | pai | CARRIED 800K aw | SAL) manwer [fas 
5,000, | Alabama Refunding Lt TAMA | 105A | 10548 | 5,272.21 1061 5,325.00 | 2 ja 
5,000, | Buffalo, NeYs Gens Impre itater Sol | 2/1/39 | 1030819 | 103s619' 5,191.00 101 5,050.00 | 3 ja | 
5,000, | Buffalo, ¥.Y. Refunding 5o6% Tf | 102.726 | 102.716} 5,235.80 poz 1/h Seli25o | 2 lk FP 
5,000, | Cambria Cou.s, Phe Rie & Bridge 5 1/24 10/1/yO | 112,266 | 112.266] 5,613.32 3A, 5,287.50 | 5 a 
5 2 
sj or OD a) © 
5 BONDS AND SECURITIES MATURITIES June _30, 1938 
54 
Federal Joint Stk 
55 Maturity UsSe Gov't Land Bk Land Bank Municipal _ Other _—sTax Warrants Sub-Total Total Maturity 
10, 
= No Maturity 159,136.60 159,136.60 Wo Maturity 
aa 
1938) 146,000, 5,000, 51,000, 1938 
Sq 1939) 000. - 5,000. 000e 19 
190)to 50,000» 50,000. 15,000, 115,000, 1 
54 -1942)5 55,000. 55,000. 19h, 
se 19L2)yrs 1p 2005 60,000. 341,000.00 
~~? @ © e 
BONDS AND SECURITIES COMPOSITE RATING June 1 
reroent of 
Desoription No. of Issues Total Holdins rar Book barket 
Us Se Sovernnent 7 Sueh 545,900.00 547,000.00 562,813.76 
Federal Land Bank 3 303 60,000.90 59,687.50 61,762.50 
Joint Stock Land Bank 17 9.2 146,900.00 14), 600.00 Thy, 920,90 
State, County, Municipal ) 22.2 352,000.90 368, 779056 307, 087673 
Page 1 © © © 
BONDS AND SECURITIES June I 
Sete 008 Dopreke es: 
rerceat 
Deseription var Book Market 5/31/38 6/30/38 sof Deposits 
Use S. Goverment 545,000.00 547,000.00 562,818.76 Uy, 851.57 15,618.76 21.6 
Federal Land Banks 60,000.00 59,687650 61,762.50 2,313.75 2,075.00 24 
Joint Stock Land Banks 146,000.00 Uy, 600.00 144,920.00 320,00 320,00 5.3 
State, County, Municipal 351,000.00 368, 779256 367 697273 839.59" 1,091.63" 1369 
Industrial 133,000.00 132,231025 136, 310025 5137650 5,085.00 503 
Public Utilities 60,000.00 59,000.00 60,825.90 2,650.00 1,825.00 2.4 
Railroad 80,000.00 77577050 63,987.50 6,210.00 6,410.00 3.2 
Railroad Equipment Trusts 50,000.00 50,000.00 52906025 2,081.25 1,906.25 2.0 
Tax Warrants 159,136.60 158,947015 158,947015 6.3 
1,534, 136.60 1,596,822.96 1,629,171614 32, 729048 32,348.18 62.9 
Cash 675, 982069 26.3 
Loans 125, F209 16.9 
2,098, 787634 1GSebi 
Note: © Pigures shown in red on originel forms 
$5,008.51 is reserved ayainst 
Premiums on the Municipal Bons. 





Pages 1, 2, 3 and 7 of the comprehensive investment report compiled for 
the directors each month. President Schwoeffermann believes that ‘‘it is a 
primary duty of the bank’s management to keep the directors informed’’ 





MATURITY CARD 


REVERSE SIDE) 
| ‘ oak Value $10,150+ 


purchased 5-21-38 iy ag igi 19l2 19h3 1ghds 
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Jane We a We 1lé. U0. 
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| ete 12 - eke 1106 Lhe 
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INTEREST ACCRUAL CARD 


Feb. 1 - 


Jan. 160.00 July 
Feb. 25.00 Aug. 
Mer. 60.00 Sept. 
Apr. 15,00 Oct. 
May "100.00 Nov. 
June 125.00 Dec. 


Auge 1 


* Generel Motors Acceptance Corp. 10 Yr. Deb. 3% 8/1/46 


A-3 


10,000, 





General Motors Acceptance Corp. 
Callebility: 


. 
On or before 8.1.39 
81-38 to 8.1.40 
81-40 to g-1.42 
8-142 to 6-11-43 
81-43 to g-}~44 
6-1. 


44 to 8-)-46 


Three bond cards are made up and filed for each investment in the bank’s portfolio 


RATING CARD 

















10 Yr, Ded. 3; 8/1/46 
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CREDIT 


HEN the question of encourag- 

ing our employees to form a 
credit union was first brought 

up, the bank’s management frankly 
had its doubts. In the minds of our 
officers there was a feeling that a bank 
might not be justified in encouraging 
the formation of an organization to 
engage in lending money to employees. 
Then, too, it was by no means uni- 
versally recognized that a need existed. 
It was on the ground of its genuine 
necessity that the objections to a 
credit union were overcome. For a 
short while, we tabulated the credit 
inquiries about our employees from 
finance companies, personal loan com- 
panies, and the like. With some 440 
people on the pay roll, we were receiv- 
ing about five inquiries a week, which 
indicated that at least five credit 
applications were being made by our 


staff. There were, also, the all too- 
frequent instances where a_hard- 
boiled creditor garnisheed an em- 


ployee’s salary, or threatened to, or 
otherwise gave evidence of financial 
involvement by the employee. The 
bulk of this activity resolved all 
doubts in favor of the credit union. 

Investigation among other institu- 
tions indicates that our employees were 
doing neither better nor worse than 
those elsewhere. The impression some- 
times prevails among managing officers 
that bank employees are somehow 
more thrifty and more intelligent in 
their personal financial affairs than 
the employees in other industries. It 
is possible that in small banks the 
close contact between officers and the 
staff may attain this mark —though, 
just between us, we doubt it. But 
in banks where the employed force is 
large enough to provide averages, the 
officer whose duties make him the 
focal point for employee credit in- 
quiries and credit tangles can usually 
supply evidence to refute the theory 
that bank employees as a class are 
endowed with better than ordinary 
financial sense. The chief reason why 
the impression prevails is that bank 
employees make more of a point of 
keeping their debts to themselves than 
do foundry workers or street car motor- 
men. 

To get the credit union under way, 
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Unions for 


ank HKmployee 


By 
W. A. HARMAN 


Comptroller, The National City Bank of Cleveland, 
Cleveland, Ohio 


That such credit groups are both needed 
and workable is the conclusion of this 
bank officer, who finds they encourage 
employees to save, spare them from loan 
sharks, result in better office morale 








Book No. 


I hereby apply for a loan of. 


Federal Credit Union 
APPLICATION FOR LOAN 


ee 








weeks si 
of —__________ monthi, to be repaid in 








dollars, for a period 


weekly 
semi-monthly 
monthly 


installments of. dollars each. 





I desire this loan for the following provident or productive purpose. 











Names of co-makers 





Security 





best of my knowledge and belief. 


I am not indebted to any other credit union, bank or loan agency either as maker or endorser, except as stated 
on the reverse side hereof. The statements herein are made for the purpose of obtaining the loan, and are true to the 





Signature of Applicant 





following conditions 


On 19___, we approved the within loan for $_ 





subject to the 

















Credit Committee. 





Credit form filled out by bank employees seeking loans 


the individuals interested approached 
several of our officers to become mem- 
bers and purchase stock at $5 a unit. 
Officers accordingly subscribed in 
amounts varying from $100 to $10— 
a straight business investment, not a 
gift in any sense. With the first 
capital thus subscribed, The Naciba 
Federal Credit Union was organized 
on February 25, 1936, and began 
business a little more than a week 
later. Its first balance sheet showed 


totals around $2,000. Today its 
totals exceed $15,000. It has loaned 
more than $55,000 to members and 
has collected all of its loans as they 
came due. It has suffered no credit 
loss, and the few loans which ever 
have become delinquent have quickly 
become current —usually they become 
delinquent because the borrower is 
away from the bank ill, on vacation, 
or on a business trip, and he pays up 
as soon as he comes back. 
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The bulk of the loans are for such 


m urgent requirements as medical and 
§ hospital expense, dental bills, and the 


like. During the first year, it handled 


ha large volume of loans consisting of 
m such rescue jobs as consolidating a 
5 mass of minor debts, bailing the em- 
s ployee out of a 3-per-cent-a-month 


B that 


personal loan, and the like. Since 
original rescue epidemic, the 
greater share of its usefulness has 
; been in keeping the employee out of 
difficulties, rather than salvaging him 
from tangles in which he had previ- 


# ously become involved. 


its 
ned 
ind 
ney 
dit 
ver 
kly 
me 
is 
on, 





This credit union is distinctly an 
enterprise of the employees rather 
than of the bank or the bank’s officers. 
The credit union’s officers and com- 
mittee members are employees, with 
only one exception. I am the one 
officer of the bank who holds office in 
the credit union, as a member of the 
credit committee. The officers of the 
credit union feel, in our opinion cor- 
rectly, that they should have on the 
credit committee the benefit of the 
oflicer in charge of operations and 
personnel. For example, a loan appli- 





calion is received from an employee 
in a given department. It may be 
that we are planning a reorganization 
of that department in such fashion 
» that the particular employee’s duties 
may be shifted. Or I may know that 
the department head has been discuss- 
ing with us the desirability of replacing 
this person as an employee. Under 


such circumstances, the information 
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R. E. Jones, treasurer of the credit union, at his desk in the Safe Deposit Department 


taking a loan application 


becomes of major value to the com- 
mittee in warning it away from a loan 
that might subsequently develop into 
a loss. 

To borrow from the credit union, 
one must be a member. To become a 
member costs a fee of 25 cents, which 
automatically goes into the reserve 
for losses, and necessitates subscribing 
for one or more units of stock at the 
rate of 50 cents a month, 25 cents a 
pay day. Any employee can, there- 
fore, become a member by an original 
outlay of half a dollar. 


NDER the by laws, a member may 
borrow unsecured not more than 
$50 in excess of his total holdings in the 
credit union. Thus the member who 
has previously deposited a total of $100 
may borrow $150 on his own signature. 
Larger loans are made, up to a limit 
of 10 per cent of total assets, on notes 
with responsible co-signers or on 
satisfactory collateral. The interest 
rate is standard: 1 per cent a month 
on unpaid balance. On notes col- 
lateralized with top-quality securities, 
such as listed stocks or bonds, the 
rate is reduced to 4% per cent a month. 
Of our total pay roll of 440, about 
350 belong to the credit union. A 
large proportion of this membership 
borrows nothing, merely purchases 
stock. So far, the shares have paid 
only two dividends, 3 per cent for 
1936 and 4 per cent for 1937. By 
provision of the bylaws, 20 per cent 
of the year’s earnings are credited to 
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the reserve for losses. Conceivably 
this reserve may eventually reach a 
figure materially higher than required 
by even the most conservative. In 
this event, presumably the credit 
union would be liquidated and a new 
one formed to take over. 

During the calendar year of 1937 
the credit union earned $1,029 gross 
income, of which interest from loans 
was $1,006. Officers’ salaries were 
$135, $162 went into the reserve for 
losses, $560 was credited to profit. 
The principle of building up undivided 
profits has been held to rather rigor- 
ously during these early years. Dis- 
cussion among the officers and com- 
mittee members indicates a rather 
general feeling that soon the policy 
should be changed by making a 
moderate reduction in interest rate 
charged borrowers, and by increasing 
the rate of dividend disbursements. 
The members have cheerfully accepted 
the prevailing dividend policy, but 
the officers of the credit union believe 
that membership should be made 
more attractive from the investment 
standpoint. 

When the credit union was organ- 
ized, it started off with a membership 
committee representing every major 
department of the bank, These com- 
mittee men did their best to spread 
the gospel, and build up the member- 
ship steadily without any undue sales 
pressure. But what really built the 
membership to its present figure of 
better than 80 per cent of eligible 
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personnel was the value in membership 
that was obvious to everybody who 
watched. When a young married 
clerk who had forehandedly joined 
the credit union borrowed enough to 
pay an unforeseen expense, member- 
ship in his department jumped. Simi- 
lar experiences developed often enough 
and with wide enough spread so that 
presently membership became some- 
thing to be taken for granted. 

Officers of the credit union have 
worked long hours in their zeal for the 
cause. The first treasurer, now its 
president, was voted $75 at the end 
of the first year as compensation; he 
accepted it cheerfully, for he knew it 
was all the infant organization could 
afford, even though it was less than 
the supper money he had spent from 
his own pocket to permit evening work 
on this job. Since that first year, the 
volume of work has leveled off at a 
more reasonable mark, and the current 
salary of $100 for the treasurer is less 
out of line with his efforts —though it 
still must be considered rather an 
expression of his fellow-members’ ap- 
preciation than adequate compensa- 
tion for the work performed. 

As a routine matter, credit applica- 
tions are made to the treasurer. The 
president refers to the treasurer all 
applications offered him, but if the 
applicant prefers to talk with some 
member of the credit committee this 
is permissible. Officers and com- 
mittee members alike have been well 
selected by the membership for their 


Credit committee in session. 





ability and experience. Every effort 
has been made to strain out the 
individuals who might be more inter- 
ested in the title than in the work, 
who might be unsympathetic or lack- 
ing in the experience that makes for 
adequate understanding of problems 
arising in the affairs of a rank-and-file 
employee. The ideal: officer or com- 
mittee member is a mature individual 
who has come up through the ranks, 
so that he knows the exigencies of 
family finance, has himself had the 
struggle of bringing up children on a 
lower-rank salary, and also possesses 
the judgment to avoid being swayed 
unduly by his sympathy into making 
a bad loan of his fellow-members’ 
money. 


OFFICERS of our credit union have 
taken the common-sense attitude 
that the function of the unit is not 
solely financial. Quite as important, 
they feel, is its educational job. They 
conscientiously pursue the policy of 
helping the individual to work out a 
sound financial program, instead of 
merely lending him cash without 
guidance for his future welfare. This 
requires, as must be obvious, a con- 
siderable degree of tact to keep from 
seeming officious or meddlesome. The 
best guaranty of their performance is 
in the caliber of individuals who have 
been chosen for these positions. 
Consider, if you will, the junior 
clerk who comes to borrow out the 
$100 he has already saved, plus $50 
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extra. Inquiry develops he is going 
to buy an automobile for $250, financ- 
ing the rest of it with the used-car 
dealer. Generally he believes that the 
car in question is a tremendous bar- 
gain, that he is missing an oppor- 
tunity that may never arise again if 
he fails to pick up this gem. The 
credit union treasurer, who is manager 
of our safe deposit department, takes 
pencil and paper and works out the 
problem with the inexperienced young- 
ster. He is, let us say, earning $85 
amonth. He pays $35 a month board 
at home, the combined payments 
to the credit union and to the auto- 
mobile dealer will run approximately 
$25 more. This leaves him $25 for 
clothes, lunches, car operation, and 
recreation. It is easy enough to 
show him, if he is of average intelli- 
gence, that the program is somewhat 
more ambitious than he can safely 
take on. More often than not, he 
withdraws his application, revises his 
ideas, decides he had best wait until 
he has another $100 saved up before 
attempting anything on this scale. If 
he persists, about the best he can 
do is withdraw his $100, and finance 
the rest with the dealer—which will 
cost him still more. If the incident 
induces the boy to operate on a 
realistic budget thereafter, this is the 
best possible result. 

There was the employee a couple of 
years ago who came to the credit union 
when an installment furniture dealer 
cracked down with threats (See page 29) 


Reading from left to right: P. M. Minter, Manager of Real Estate Loan Depart- 


ment; H. R. Alber, Manager of Commercial Bookkeeping Department; R. O. Wendling, Chief Clerk of Credit 
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ANKING 45 Viewed 
trom \WasHINGTON 


By HENRY D. RALPH, Washington Correspondent 


* * * * * 


Bond Valuations Under 
Uniform Examinations 





Most questions arising from the new 
uniform bank examination and bank 
investment policy have been worked 
out in recent conferences of the bank 
supervisory agencies. Another meet- 
ing will be held probably in October 
to review the operation of the new 
system. A study of bank portfolios 
may be made later to compare condi- 
tions under the old and the new 
regulations. 

One of the points settled since 
announcement of the general policy 
is the method to be used by examiners 
in computing the value of bonds of the 
fifth or lower rating, that is, bonds 
which are predominantly speculative. 
It has been decided to take a figure 
obtained by averaging the high and 
low quotations for each bond for each 
month during the eighteen months 
preceding the examination. While 
this method ties the bond values 
somewhat to market prices, it gives 
a slowly moving average which will 
not fluctuate rapidly. Another point 
settled is that bonds which are de- 
faulted, and therefore reported at 
their market value rather than their 
book value, are to be so classed when- 
ever payment of either principal or 
interest has lapsed, even though a 
grace period may be provided in the 
bond itself. There is still no hard and 
fast rule as to the treatment of bonds 
of the fourth grade which are ad- 
mittedly on the border line between 
investment and speculative securities. 
This is an important question since 
investment securities are to be listed 
at their book values whereas specu- 
lative investments are to be valued on 
an eighteen-month average. In most 
cases bank examiners will probably 
accept the judgment of the rating 
manuals, but where a questioned bond 
is rated below the fourth grade in 
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ce 


... there will be no change 
in... standards’’ 


some of the manuals the banker may 
be called upon to justify its inclusion 
in the investment category. Thus the 
individual bank examiner still has 
considerable leeway and if he finds 
that a bank has an undue proportion 
of fourth grade bonds he may refuse 
to list them at book value and may 
classify them as speculative securities 
and deduct part or all of the depreci- 
ation in them from net sound capital 
or may require a special reserve to be 
established against them. 

A caution against the assumption 
that the new rules let down the bars 
to lax bank practices has been voiced 
by Leo T. Crowley, chairman of the 
Federal Deposit Insurance Corpora- 
tion, in a recent letter to all insured 
banks. ‘The standards with regard 
to the determination and criticism of 
the quality of loans and securities con- 





* * * 2 


form in all essential respects with those 
which have been used by the Federal 
Deposit Insurance Corporation.” Mr. 
Crowley declared. ‘“‘As a consequence, 
in the banks examined by the corpora- 
tion, there will be no change in the 
method and standards used in deter- 
mining the quality of assets. As here- 
tofore, loans and securities will be 
criticized on the basis of judgment as 
to the ability of the obligor or debtor 
to repay the obligation.” 


Monopoly Investigation 
May Touch Banking 





Several phases of banking may be 
involved in the studies of the Tempo- 
rary National Economic Committee, 
the so-called monopoly investigation. 
A large part of the investigation will 
deal with the concentration of wealth 
and economic power and with the 
financial controls over business. The 
object is not to uncover specific viola- 
tions of existing laws, but to map 
out a program for new legislation to 
insure the continuance of competition 
and to prevent the growth of monopo- 
listic practices. : 

The banking section of the mo- 
nopoly investigation undoubtedly will 
be handled by the Securities and 
Exchange Commission, one of the six - 
executive agencies co-operating in the 
joint legislative-executive study. The 
SEC will make use of information it 
has collected from other studies, 
including the investigation of invest- 
ment trusts now nearing completion. 

It has already been announced that 
one of the first studies the SEC will 
undertake for the monopoly committee 
will be of insurance companies. This 
will not deal with relations between 
the companies and policyholders, but 
will be concerned with the investment 
policies of insurance companies and 
the control which they may exercise 
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AVERAGE OPERATING RATIOS OF FEDERAL RESERVE MEMBER BANKS (by size groups) YEAR 1937 
(Averages of individual bank rates or ratios expressed as percentages) 
Size group—total deposits (in thousands of dollars) . 
A 
Ratio item 250 and 250- 500- 1,000— | 2,000— | 5,000— Over groups 
under 500 1,000 2,000 5,000 10,000 10,000 
womeees and Dis or of ae (Ratios to total current earnings): 
ca 9's wc a 9 ene diag ain o wie e We ward w'siated deka e'd 63.9 56.1 50.2 46.6 44.2 42.7 41.4 49.7 
ey ey Ce GUE SUONNNNUINOD. oso caren ces svn vewesnveweneeisieielees 21.3 29.3 35.8 39.1 39.6 37.8 36.3 34.8 
ain SO ha Gon dc wneaudla mua ese a TS ablwane.bea oul 14.8 14.6 14.0 14.3 16.2 19.5 22.3 15.5 
PO OL TET RE rr nee 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
EE I ee ena Sete, PE eS ie ee ee See 34.3 30.1 27.3 26.3 25.9 27.1 28.5 28.1 
IS TS 5 REE IAS ROLE SN SE Rs ES ale Sp CLs 10.9 16.6 20.5 22.0 22.2 19.9 14.2 19.1 
oo. cnc nedenedend ashe tan dde weno eledawcueelah doatese 29.1 26.8 25.1 24.1 24.6 25.8 27.5 25.6 
I a a ae ie cin Shiner grate 74.3 73.5 72.9 72.4 72.7 72.8 70.2 72.8 
Net current earnings... . SE ae a ee ere ee Cee Tre or ee 25.7 26.5 27.1 27.6 27.3 27 .2 29.8 27.2 
Net losses and depreciation, less profits on securities sold...................... —9.1 —5.8 —.8 —5.3 —5.7 —7.2 —5.7 —5.8 
; SIN de cic hap tiers Ga cipher a tas 6a hd a dina atic ara se ee 16.6 20.7 22.3 22.3 21.6 20.0 24.1 21.4 
Rates of Earnings and of Losses on Loans: | 
ES SEL EE Oe LE Ee mn | 7.9 7.2 6. 6 5.6 5.2 4.3 6.2 
Net losses (—) or recoveries (+) on loans ....... 0.0... cc ccc cece cee ceueeees —.7 —.3 —.3 —.2 —.2 —.2 —.1 —.3 
Rates of Earnings and of Losses on Investments: 
en es CE OS DOU ona st co wnce wuss vewesceeweesicedeues 3.7 2. 3.7 3.6 3.4 3.1 2.8 3.5 
ada Se don i cs ch wna Wie be Mee Toews WEN eae 5 6 .8 8 BS De .6 Bi 
Net losses (—) or recoveries (+) on investments .............. 0.00 ccceeeeueee —.1 — —.6 —.6 —.7 —.6 —.6 —.5 
Rates of Earnings on Available Funds: 
eh a Gas and acb-ndaind am aoed Wee Ae Oe OAC Ow We an cai ely | 8 4.3 4.0 3.8 3. 3.5 3 3.9 
Net current earnings................ Pee ae, I Fri: chatak aan 1.3 1.2 7.3 3.2 1.0 1.0 9 1.1 
EN He aah ua ata ee hota tan asd Uaan the oueaeunnd ai vlas aeunedeaaals } 8 9 9 9 8 By ° 
Rates of Earnings on Capital Account: 
a oe oid a aia WA aid be ad Aides eGR VO ie ahe ae a awe Oden 6.6 8.4 8.8 8.9 8.6 9.0 8.8 8.6 
Ra ce is ar asa Goa ok elie SLi ds Goad mele Sh ara etd cae ER rida ane akon aaa 4.1 6.4 eS ee 6.7 6.4 7.0 6.6 
a 05's rie Tol alvin Gah ears. eae Gi ea Oe REO a ed ae eo 502 1,190 1,486 1,251 993 396 405 6,223 





























An analysis of operating ratios of member banks just completed by the Federal Reserve Board 


over the business policies of the com- 
panies whose securities they own. 
Included in this study will be inter- 
locking directorships between insur- 
ance and commercial companies, the 
extent to which an investing insurance 
company influences the wage, employ- 
ment, price, production, dividend, and 
expansion policies of companies whose 
securities it owns, and the extent to 
which insurance companies through 
their control of investment capital 
can influence the number of new 
companies entering business, the pro- 
duction expansion program of older 
companies, and the general level of 
business activity. 

From insurance companies it will 
be but a step to a similar study of the 
investment policies of large banks and 
other institutional investors. And there 
are also preliminary plans for investi- 
gating other aspects of banking which 
may have a bearing on the monopoly 
inquiry such as the effects of bank 
holding companies, branch banking, 
and chain banks, and particularly the 
extent to which such institutions in- 
fluence the supply of local credit 
available to meet local demands. SEC 
officials are concerned over the con- 
centration of financial activities in 
New York City and believe that some 
steps should be taken to insure an 
adequate supply of local capital to be 
used in other regions. 

Private placement of new security 
issues with insurance companies, banks, 
and other large investors is another 
problem which the SEC will look 


into in connection with its monopoly 
studies. During the past year this 
practice has been growing to an 
extent which has caused considerable 
concern to some officials in Washing- 
ton as well as to many of the smaller 
bankers. By placing an entire issue 
of bonds with a single investor instead 
of offering them to the public a com- 
pany can avoid the expense of register- 
ing with the SEC and paying under- 
writing fees, and also avoid the neces- 
sity of divulging extensive financial 
information. This practice does not 
involve violation of the securities and 
exchange act since its purpose is to 
assure the investor of adequate infor- 
mation concerning the securities, and 
presumably an institutional investor 
taking an entire offering of securities 
does so only after making a thorough 
investigation. However, there is a 
feeling that if this practice continues 
to grow it will result in defeating this 
major purpose of the securities act. 
If a corporation places some securities 
privately and issues others to the 
public, there are not public sales and 
quotations for the private issue by 
which to gauge the value of the 
registered securities or of any other 
securities which the corporation may 
wish to issue in the future. A greater 
danger is that through the practice 
of private placement, insurance com- 
panies and a few large banks will get 
the cream of the investment market 
to the detriment of the smaller banks 
and other investors who want diversi- 
fied portfolios of prime industrial 


bonds. Some observers fear that if 
the private placement business con- 
tinues to grow, many corporations 
may call their bonds widely held by 
banks and replace them through 
private deals in which the banks 
could not participate. 


New Analysis of 
Bank Earnings 





An analysis of operating ratios of 
member banks by size groups and 
geographic divisions has just been 
completed by the Federal Reserve 
Board. This is said to be the first 
study of its kind ever made, and 
supplements analyses of bank operat- 
ing ratios heretofore computed by 
the Federal Reserve Board on the 
basis of aggregate dollar figures. The 
present study is especially useful in 
analyzing conditions in a particular 
grouping of banks, since the ratios 
represent the experience of a typical 
bank in a group rather than the com- 
bined experience of all banks whose 
ratios were averaged. 

The net profits of all banks in 1937 
were 21.4 per cent of total earnings, 
but only 6.6 per cent of capital ac- 
counts (see table above). Both ratios 
were higher for the larger banks than 
for the smaller ones. In banks of more 


than $10,000,000 deposits, net profits 
were 24.1 per cent of earnings and 
7.0 per cent of capital, while in banks 
with $250,000 and less deposits net 
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profits were 16.6 per cent of earnings 
and 4.1 per cent of capital. 

Slightly less than half of the earn- 
ings of all banks came from interest 
and discounts on loans, although the 
percentage was much higher among 
the smaller banks than among the 
larger. About one-third of the earn- 
ings came from interest and dividends 
on investments, and the balance from 
other earnings. Salaries and wages 
consumed 28.1 per cent of earnings, 
interest on deposits took 19.1 per 
cent, and other expenses took 25.6 per 
cent, while net losses and depreciation 
accounted for 5.8 per cent. The 
average rate of earnings on loans was 
6.2 per cent, but the smaller banks 
had much higher earning percentages 
on loans than banks of larger size. 


Uniform Rules for 
Letters of Credit 





Uniform rules of practice for issuing 
and interpreting letters of credit and 
other documentary credits have been 
accepted by 130 banks and other con- 
cerns which together handle sub- 
stantially all the letter of credit busi- 
ness in the United States, and the new 
rules will be put into effect October 1, 
1938. 

The rules were drafted by the Inter- 
national Chamber of Commerce and 
have been discussed at several con- 
gresses of the Chamber. They have 
already been adopted by banks in 
Belgium, France, Germany, Italy, The 
Netherlands, Rumania, and Switzer- 
land, and they are under consideration 
in Great Britain and other commercial 
countries. Their general adoption 
means uniformity in issuing and han- 
dling documentary credit except where 
special provisions or interpretations 
are included in the documents them- 
selves. 

The uniform regulations contain 
some fifty detailed articles of agree- 
ment falling under six heads: general 
provisions, definitions of forms of 


credit; liabilities of parties, description 
of documents considered acceptable 
in the absence of special instructions, 
interpretations of usual terms, and 
conditions under which credit can be 
transferred. 


Prospective Tax 
Exemption Legislation 





The elimination of tax exempt 
securities will be an issue in the next ses- 
sion of Congress as a part of a general 
revenue revision now being mapped 
out by the Treasury Department. In 
a special message to Congress last 
April President Roosevelt suggested 
the study of legislation for reciprocal 
state and Federal taxation of securi- 
ties and incomes of employees, but 
no action was taken by the last 
Congress. Since then, both the Treas- 
ury and the Department of Justice 
have been making further studies of 
the taxation of securities which are 
now expressly exempt from taxation, 
and the Department of Justice has 
submitted a lengthy opinion to the 
effect that a constitutional amendment 
would not be necessary to bring this 
about. 

As a result of this, the attorneys 
general of a number of states have 
protested against an attempt of the 
Federal Government to tax the securi- 
ties of states and their political sub- 
divisions such as cities, port authori- 
ties, and school districts, without first 
securing the consent of the people 
through ratification of an amendment 
to the constitution. The contention 
of the administration is that the six- 
teenth amendment to the constitution, 
the income tax amendment, makes it 
possible to tax income from whatever 
source derived and this would include 
the income from securities issued by 
states and their subdivisions and the 
salaries of state and municipal em- 
ployees. There is no present intention 
of making such a tax retroactive to 
apply to the income of bonds already 









New Jefferson nickel now being minted, soon to be circulated 
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issued. The new legislation, if enacted, 
would apply only to bonds issued in 
the future, and at the same time would 
prevent the Federal Government from 
issuing any more securities exempt 
from Federal or state taxation. 

One effect of such a proposal proba- 
bly would be that banks and other 
investors would demand higher rates 
of interest on both Federal and munici- 
pal securities to compensate for the 
lack of tax exemption. A large number 
of other tax proposals probably will 
be submitted to Congress next winter, 
as experts are studying all possible 
sources of additional revenue in order 
to prevent further increases in the 
Federal deficit. One proposal under 
study is the lowering of individual 
exemptions and extending the income 
tax to persons of lower incomes. 


Minting Modernistic 
Jefferson Nickel 





Minting of the “Jefferson nickel’ 
has already started, and the five-cent 
coin will begin to circulate throughout 
the country very shortly, gradually 
replacing the Buffalo and Indian design 
which has been in use for the past 
twenty-five years. The new coin was 
designed by Felix Schlag of Chicago, 
winner of a $1,000 design contest 
conducted by the section of painting 
and sculpture of the Procurement 
Division of the Treasury. On one side 
is a portrait of Thomas Jefferson and 
on the other a reproduction of his 
famous Monticello residence in Vir- 
ginia. Both are executed in bas-relief 
of modernistic influence, with large 
flat surfaces relatively free from fine 
lines and shadings. Specifications for 
the design required that the back- 
ground curve slightly from the center 
to meet the edge of the coin so that the 
new nickels will stack properly. 


Rapid Rehabilitation 
Of Loan Association 








A speed record in rehabilitating a 
defunct building and loan association 
on a basis which is cited as a model for 
other cities has just been set by the 
Federal Home Loan Bank Board in 
creating the First Federal Savings 
and Loan Association of Washington, 
D. C., out of the old Fidelity Building 
and Loan Association. The old organi- 
zation, a $4,800,000 institution with 
more than 17,000 investors, closed its 
doors two years ago after charges of 
embezzlement had been filed against 
its president. For a year and a half 
various factions of the directors and 
shareholders wrangled over reorgani- 
zation plans. Finally, the Home Loan 
Bank Board was called into con- 
sultation and a Federal (See page 33) 
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MONG weak points in bank 
A\ operating one of the weakest is 

generally conceded to be the 
storage of old records. It makes little 
difference whether the bank is a city 
institution with totals in nine figures or 
a crossroads bank with its totals in 
six. Bankers know this is true of their 
individual institutions, but somehow 
each one seems to feel his institution 
is probably the only bank so afflicted. 

In the course of visiting a great 
many correspondent banks where he 
has been invited to check up on oper- 
ations, one reserve-city operating man 
has found this situation practically 
without exception. As the officers 
show him through, he mentally checks 
off the different operations. Finally, 
when the tour is supposedly completed, 
he has to ask, ““Where are your old 
records stored?” 

“Oh, that,” says the host, with a 
forced smile that conceals poorly his 
guilty conscience. ‘““They’re in the 
basement, but they’re not worth 
looking at.”’ 

“If you don’t mind, I'd really like 
to size it up,” is the usual request. 
“Shall we go down now?” 

**Oh, let’s not bother,” the country 
banker urges. ‘““There’s really nothing 
to see.” 

If the city banker knows the other 
fellow well enough, he grins. ‘What 
you really mean is that they’re in an 
awful mess. Isn’t that it?” 

The host manages a sickly smile. 
“Well, they aren’t in very good shape. 
To tell the truth, I wouldn’t want you 
to see them, because a city bank 
always keeps everything in such beauti- 
ful order that we would really be 
ashamed.” 

The country banker need not feel 
that he is alone in this. The city 
operating man admits that in the past 
few years he has tactlessly got himself 
into the old records vault of practically 
every cily bank visited, and the story 
is just about the same. The city 
bankers are no prouder of theirs than 
are the country bankers, and the 
reason the country bankers feel so 
sure of the tidiness of the big-city 
vault is that they have never been per- 
mitted to shatter their illusions by 
learning the awful truth. 
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A New Way to Store 


Bank REcorps 


By 
ARTHUR VAN VLISSINGEN 


The longer the job of properly filing 
old records is deferred the worse the 
disorder grows; here’s how some banks 
have solved the problem inexpensively 


All banks must eventually come 
to a consideration of handling and 
filing old records. If, in a given bank, it 
is not now a problem, this merely means 
that it will become a problem. Failing 
to cope with it is a good deal like 
bonding a highway beyond its expecta- 
ble life of service; the present genera- 
tion is passing along to future genera- 
tions something that ought to be 
taken care of here and now. When a 
bank lets its old records pile up un- 
reasonably, then it simply means that 
at some future time the management 
will have to spend the money and 


exert the energy to clean up the mess. 
And the longer it is let slide, the worse 
will be the problem when finally it can 
be dodged no longer. 

Previous articles in this magazine 
have discussed the proper scheduling 
of the destruction of old records. The 
subject is too big for handling again 
in this article, but it ties intimately 
into the old records storage problem. 
Obviously, if records are destroyed as 
soon as their period of usefulness has 
passed, there will be fewer records to 
store and less of a storage problem. 

What many bankers do not realize 


NOT THIS WAY. This picture and the one opposite were taken in the 


same bank’s basement. 


The disorderly scene below shows how the bank’s 


old records formerly looked, piled helter-skelter 
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is that the better the handling of old 
records storage, the simpler and more 
nearly foolproof will be the operation 
of a records destruction schedule. 
With records properly put away and 
labeled, preferably even marked for 
their ultimate destruction date when 
they first go to dead storage, an 
annual destruction will be easy. Im- 
properly stored, record destruction can 
become an inferno of dust and handling 
a thousand packages for every dozen 
destroyed. 


S this is written, there come to 
* * mind six small banks that are facing 
an acute problem of record storage 
combined with record destruction, be- 
cause previous bank generations have 
passed the buck. One country bank 
moved into a new building less than 
ten years ago with apparently all of 
the storage space they would need for 
fifty years. The sad thing about it is 
that when they came to the actual 
moving, they found cubic yards of old 
records that no living officer had ever 
previously known existed, so that their 
surplus space was thus sadly taxed. 
Then their business and their activity 
increased tremendously, they merged 
with a couple of other banks, and had 
to do something with those old records. 
Right now, that bank is strictly up 
against it for storage space. Looking 
at it from the outside, either they 
must put several clerks to work for 
several months classifying, marking, 
reporting, and destroying, or else their 
directors will have to authorize a new 
building program. Either course is 
expensive, and a sad commentary on 
the previous managements’ lack of 
foresight in letting the mess pile up. 

Proper storage of old records is con- 
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Pictured above is a section of new simplified steel-drawer files developed 
for banks and competing with such older and better-known equipment 
as standard filing units, transfer cases, and fibre-board filing systems 


sidered even more important to small 
banks than it is to large banks. In 
large banks, the files are usually in 
the exclusive charge of trained clerks, 
and are operated under the supervision 
of someone who specializes in knowing 
the proper way to file. But in many 
smaller banks, filing and the care of 


BUT THIS WAY. The proper filing of the bank’s records brought the 
obvious advantages of quicker look-ups, a more systematic destruction 
schedule, and a more orderly basement 











records old and new necessarily fall 
in the class of part-time jobs. It 
may very well be a job that is handled 
by a different clerk every day, depend- 
ing on who has a little time to spare for 
the job—which makes for a tendency 
toward inconsistency in the actual 
filing. Add to this the handicap of no 
particularly expert or interested super- 
vision of the task, and the consequent 
lack of efficient methods. Is it any 
wonder that in small banks experience 
has shown there is apt to be more 
difficulty finding last month’s or last 
year’s letter, not to mention the can- 
celled certificate of deposit when Old 
Man Perkins’ widow threatens suit 
because he failed. to mark up in his 
day book back. in 1923 that he had 
withdrawn the deposit from the bank? 
The smaller bank, especially in its 
own building on inexpensive real 
estate, is likely to have a capacious 
basement or back rooms where stuff 
can be stacked away. A consequence 
is that records may be piled in helter- 
skelter without the immediate rental 
penalty that accrues in space worth 
$6 per square foot along LaSalle 
Street or lower Broadway. But it has 
an even worse effect on lookups. 

One big-city banker declares he has 
always devoted a good deal of thought 
and attention to records storage. Yet 
he frankly admits he would not have 
liked to take any visitor into the old 
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records vault in the sub-basement 
even a year ago. Despite best inten- 
tions, the place always looked pretty 
mussy. With records stored in boxes, 
on shelves and in bins, the inevitable 
consequence of a lookup was dis- 
order. Wrappers would be torn away 
at a corner to get a look inside a 
package from which the label had 
been lost or the writing obliterated 
by handling. Bundles from inside 
a box would be laid on top of a row 
of bound forms in the search for 
the right day’s work—and then left 
there until next clean-up. The place 
was always a housekeeper’s night- 
mare, despite the money the bank 
spent trying to keep it in order. And 
the head operating man says he used 
to wake up in the night wondering 
what would happen if somebody 
sneaked inside to have a smoke and 
then got careless with the cigarette. 

Another difficulty, no matter how 
careful the organization was, lay in 
waste space. In a storage vault, after 
all you are paying for cubic feet, not 
square feet. No matter what the 
terms of the lease, the storage room 
should be used in full vertically as 
well as horizontally. Look at any 
set of old records, and you can very 
likely determine the efficiency of their 
handling by the space that is used. 

It might be assumed by the reader 
who has read this far that there are 
few, if any, banks throughout the 
country that have worked out solu- 
tions to the problem of storing old 
records. This would hardly be true. 
There are a great many banks who 
have always maintained an orderly 
handling of old records, using standard 





THE BURROUGHS CLEARING HOUSE—September, 1938 


filing units, transfer cases, and fibre- 
board filing systems. This equipment 
is well known and has been in regular 
use by hundreds of banks for many 
years. 

More recently, a good many city 
banks, and likewise a good many 
smaller banks, have found the answer 
to their storage problem in a new type 
of steel file of a simplified sort. Each 
unit consists of an easy-sliding drawer 
enclosed in an individual shell that is 
designed to expedite stacking with 
other units of the same size or other 
sizes as desired. Each drawer has a 
wire handle and a label holder on the 
front. Because of the simplified con- 
struction the drawers are inexpensive. 


“THE bankers using them find them 

useful because they are interchange- 
able. That is, any drawer of a given 
size will fit into any opening in the 
file case. Therefore it is simple to 
supply the auditing department, for 
example, with empty drawers for 
filling after auditing. Properly labeled 
in the auditing department, these 
boxes go direct to old records storage 
when filled, and are slid into place 
next to the previous ones. When the 
time arrives for destruction of this 
year’s work, all that is necessary is 
to dump the drawers and pull the 
labels. 

The first bank to begin using this 
new equipment, a_ big-city bank, 
started its installation in 1935 and 
brought it to completion in the Spring 
of this year. This bank has a total 
of 50,000 units of fifteen different 
sizes. It has effected a space saving 
of more than 60 per cent. 
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A typical set of the new steel-drawer files in a country bank, showing the 
various sizes required by the bank to fit its records 


Several sizes are employed in most 
records vaults where they are used, 
the box size varying according to the 
size of the record to be accommodated. 
The boxes pile up like bricks, making 
an absolutely rigid, solid stack. And 
it is entirely easy to level off at, say, 
three feet with the size for three by 
five cards, and then go on up another 
few feet with five by seven or what- 
ever size comes handiest. The boxes 
are made in a variety of sizes; they 
are in fact tailor-made to fit the forms 
they are to contain. This means, of 
course, a substantial reduction in 
waste vault space. 

The saving in lookup time is con- 
siderable. Instead of digging into a 
box and finally getting out the right 
bundle after handling half the con- 
tents, the searcher finds the individually 
labeled drawer with all the ease of 
ordinary files; then the needed piece 
of paper ¢omes out just as from any 
file drawer. Of course, the plain boxes 
slide less smoothly than do regular 
files, but this is unimportant because 
of the infrequent references to them. 


ITH this method, there is no 

longer any loose paper around. 
All papers remain clean, there is no 
appreciable dust on anything, and the 
outside of the stacks can be kept 
clean by an occasional wiping. With 
papers all under cover inside metal, 
fire hazard is obviously reduced to 
a minimum, and in a fireproof vault 
is reduced to practically nil. 

There are, of course, problems of 
keeping track of what is in the old 
records storage, and what has been 
removed. In any bank with an ade- 
quate record destruction schedule, the 
operating men know which records 
should be kept and for how long. The 
problem of keeping track of the where- 
abouts has been greatly simplified by 
the new storage method. In the first 
place, any employee or officer who 
knows the size of the record sought 
can tell at a glance, even though he 
were unfamiliar with the arrangement, 
in which size of box he need not look. 
The label on the face of each drawer 
tells the contents of the section, and 
it is therefore a matter of very few 
minutes for anyone to lay hands on 
what he is seeking. At least one bank 
has discontinued keeping listings of 
the whereabouts of records in these 
boxes, and exults in being no longer 
dependent upon the memory of a 
custodian whose absence for illness 
or vacation had in the past occasion- 
ally caused delay in lookup on a rush 
job. 

It is comparatively simple to take 
a receipt for each record removed 
from the vault, and to keep this receipt 
where it will be followed up if the 
record is not returned promptly. It is 
also simple to place in the (See page 31) 
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F. M. LAW .... Direction of this year’s A. B. A. convention will be in experienced and 
capable hands, for General Chairman F. M. Law was also in charge of the 1927 A. B. A. 
convention at Houston, Texas. He is one of the most widely-known members of the 
association, having served as president in 1933-34. Since 1930, Mr. Law has been president 
of the First National Bank in Houston. His abilities are well-recognized locally, as he has 


been president of the Texas Bankers Association and the Houston Clearing House Associ- 
ation. 


STEWART McDONALD . . . Reappointment of Stewart McDonald as Federal Hous- 
ing Administrator by President Roosevelt has been announced. His new term extends for 
four years, as provided in the National Housing Act. Mr. McDonald joined the Federal 
Housing Administration on September 1, 1934, as a special assistant and shortly thereafter 
was made assistant administrator. He was appointed administrator on September 5, 1935, 
upon the resignation of the first incumbent, James A. Moffett. 


FREDERICK HYDE .. . From provincial bank clerk to chairman and managing 
director of the world’s largest bank was the dramatic rise in the realm of finance by Frederick 
Hyde, who recentlyretired from the helm of the Mid- 
land Bank in England. His outstanding ability and a 
series of bank amalgamations brought him speedy 
advancement from a lowly position in a small bank 
in Derby, and in 1909 he became a general manager 
of the swiftly expanding Midland Bank. For nine 
years prior to his retirement, Mr. Hyde was sole 
managing director of the bank. 


ELMER F. ANDREWS... His wide experience 
in dealing with labor problems will aid Mr. Andrews 
in his new responsibilities as administrator of the 
Fair Labor Standards Act. Commonly known as 
the wage-hour law, this act has aroused considerable 
speculation as to whether bank employees come 
under its minimum wage and maximum hour regula- 
tions. Mr. Andrews served in the New York Labor 
Department for nine years; he was Deputy Indus- 
trial Commissioner under Miss Frances Perkins, 
and later succeeded her as commissioner. 


WILLIAM H. SCHROEDER .. . Citing his 
outstanding service to the cause of foreign trade, 
the Los Angeles Chamber of Commerce this year 
presented William H. Schroeder, vice-president of 
Citizens National Trust & Savings Bank of Los 
Angeles, with its foreign trade medallion (photo- 

STEWART McDONALD graph below shows Mr. Schroeder, at left, accepting 
plaque from Chamber of Commerce official). Man- 
ager of the bank’s foreign department, Mr. Schroeder 
served as 1927 chairman of Foreign Trade Week, 
which from its original observance in Los Angeles 
that year has come to be nationally recognized. 
He is past president of the Foreign Trade Associ- 
ation of Southern California, and is a director in 
the nation-wide Bankers Association for Foreign 
Trade. 


WM. H. SCHROEDER, at left 





FREDERICK HYDE 
From the portrait by James Gunn 


ELMER F. ANDREWS 
Harris & Ewing 
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ldeas in COUNTRY 
Bank ADVERTISING 


CORES of California country 
be, banks are breaking away from 

advertising copy designed to sell 
the bank directly, and are proceeding 
by indirection. They advertise the 
town, its merchants and industries 
rather than the bank itself, on the 
assumption that anything that helps 
the town and its business men will 
help the bank, and that both good will 
and business will increase propor- 
tionately. 

Thus last Easter, several California 
banks urged an “Easter Parade to 
Local Stores.” ‘‘Easter—three days 
from today—Have you done your 
Easter shopping?” asked the First 
National Bank of San Leandro in a 
timely two-column advertisement. It 
then exhorted, ““Take a look at your- 


self. And remember —it’s good busi- 
ness to buy at home. Everyone bene- 
fits—the local merchant, your com- 


munity and you. This Spring Trade 
at Home.” Such a message cannot 
help but build good will among the 
local business people and enhance the 
bank’s standing in the community. 
Along similar lines, the First Na- 
tional Bank of Dixon helped the 
American Legion Auxiliary along by 


What helps the community helps us, say 


these California banks as they proceed 


to boost the local area and its assets 


—instead of themselves —in their copy 


By 
JOHN FARNHAM 


advertising ““Poppy Day.” It told 
why the poppies were sold, what the 
money went for, and concluded with 
“On Saturday —Buy a Poppy.” The 
only mention of the bank was its 
signature. 

This same idea can be developed for 
local celebrations. Thus the Bank of 
Haywards at Hayward stressed the 
coming Fiesta De Vino in a nearby 
town and urged the public to attend. 
At Dixon, the First National Bank 
publicized the 11th Annual Interstate 
Junior Livestock and Baby Beef 
Show, a few days before that event 


opened in San Francisco, located a 
hundred miles away. The copy in 
this instance stressed the value of 
4-H Clubs. 

Of necessity this sort of copy is of 
spot nature. It cannot be used as a 
matter of routine, so to fill this latter 
need several banks run a series of 
advertisements on local crops. Thus 
the First National Bank of Antioch 
recently ran copy about the com- 
munity’s asparagus. ““The 1938 pack 
is in full swing and shipments of 
‘green gold’ are now traveling east- 
ward,” the advertisement pointed out. 





May 29 


Twelve million poppies, made by disabled 
world war veterans in U. S. Veterans hospitals, 
go on sale this week throughout the country. 

In Dixon, the poppies will be sold tomorrow, 
May 29, by members of the local American Legion 
Auxiliary. 

The work of our disabled veterans in making 
the poppies is done. Now ... each individual can 
do his part for a worthwhile cause—furthering the 
welfare of disabled veterans, their families, and 
the families of those who lest their lives in the 
world war. 


On Saturday — BUY A POPPY! 


OF DIXON, CALIFORNIA 
MEMBER FEDERAL RESERVE SYSTEM AND FEDERAL DEPOSIT INSURANCE FUND 





POPPY DAY 





| Fiesta 
De Vino 


From Spain and Mexico one hundred and forty 
years ago came the first vines to be planted cn 
the sloping foothills of this section . . . the tegin- 
ning of Alameda’s rich wine industry, the products 
of which have won favor throughout the world. 


Honoring its gracious Spanish background and 
the fruitfulness of its land, the county will again 
celebrate the vintage harvest—at the Fiesta de Vino, 
Pleasanton, this coming Saturday and Sunday. 


Im addition to the wine and grape exhibit, center 
of the festival, displays from all parts of the county 
will show our community industrial and agricultural 
activities. 


A round of entertainment—danciug, music, re- 


ceptions, carnival attractions—is planned for guests 
of the fete. 


BANK of HAYWARDS 


First NATIONAL BANK coiete a 
SAFE D&EPUSIT BOXES == 
NORTHERN SOLANO SAVINGS BANK HAYWARD, CALIFORNIA ‘ wo 


MEMBER OF THE FEDERAL DEPUSIT 
INSURANCE CORPORATION 





These country banks have translated special activities and occasions into opportunities for g00d-will messages 





Easter Parade 


to 


Local Stores 


Easter — three days from today... 
Haye YOU done your Easter shop- 
ping? 

New hats .. dresses . . suits . . shoes 


.. dry goods . . furnishings — your 
local merchant has them! 


Take a look at yourself. And remem- 
ber . . . it’s good business to buy at 
home. Everyone benefits — the local 
merchant, your community, and you. 


FIRST 


NATIONAL BANK 
in San Leandro 


Moamer FEDERAL DEPOSIT INSURANCE CORPORATION 
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Sept.17 + LOS ANGELES COUNTY FAIR+Oct.3 


Citrus Crop 
Greater than Gold 


Since the year 1895 the California citrus crop has 
yielded more “gold” than all the gold mined in the - 
since the days of "49! 


Up to the first of thie year all the gold taken from Cali- 
fornia’s mines had reached the total value of 
$1,971,800,000; all citrus produced, $2,698,000,000— 
or $726,200,000 more. These startling statistics, com- 
piled by the California State Chamber of C 

show the commercial importance of California's citrus 
industry. 








* @ * 

The amazing story of the development of California’s 
most important crop, citrus, will be depicted at the Los 
ro gpd Fair here, September 17 through 


















The 
First National 
Bank of Pomona 


ESTABLISHED 1886 























Member, Federal Oeposit Insurance Corporation 






















Promoting friendly farmer relations with 
tributes to outstanding local crops and 
rural projects such as the 4-H Clubs 


“With packing going at the rate of a 
freight car load an hour, it is thought 
that this year’s crop will surpass last 
year’s in volume.” The bank tied 
itself into this by offering its services 
to asparagus growers, packers and 
distributors as a depository and a 
source of loans. 

A similar treatment was employed 
by the First National Bank and the 
Stanislaus County Savings Bank in 
the case of dried fruits, and by the 
First National Bank of Pomona in 
the case of citrus fruits. 

The Solano County 


field used a slight 
general practice by 


established. 


of local merchants. 


theme, to wit: 


bank at Fair- the bank second. 


11th Annual Interstate Junior Livestock & Baby Beef Show 





Diamond Match Company when a 
local plant of that manufacturer was 
Elsewhere, other banks 
have run series describing the begin- 
nings and pointing out the excellence 


But whatever the subject, all of 
these advertisements carry the same 
the community first, 

As a result, accord- 


“None But 
The Best” 


4-H Club members and the Future 
Farmers of America have found that . 
this standard really pays. The mod- 
ern, scientific methods of breeding, 
feeding and management practiced by . 
these young agriculturists show con- 
crete results in the first-rate cattle, 
sheep and hogs they are raising. And 
it won't be an easy matter to pick 
the best out of the best from five 





gratulations te Solano County's 4-H 


states . . . at the coming Junior Club and Future Farmer members on 
Livestock Show, South San Francisco, the splendid work they are doing. 
April 10-14, 


We feel there is no farm activity 
more hopeful to the future of our 
livestock industry. 


This bank again extends its con- 


NATIONAL BANK 


SOLANO SAVINGS BANK 


OF DIXON, CALIFORNIA 
MEMBER FEDERAL RESERVE SYSTEM AND FEDERAL DEPOSIT INSURANCE FUND 


FIRST 
NORTHERN 


ing to all reports, the public tends to 
return the compliment by giving the 
bank a high place in their estimation. 

Incidentally, a metropolitan con- 
temporary in the same locality, the 
Central Bank of Oakland, is directing 
its advertising along the same basic 
lines with a series of descriptive adver- 
tisements dealing with outstanding 
agricultural and commercial enter- 
prises in the trading area. C. F. 
Wente, Central’s president, explains 
that in boosting Oakland and environs 
the bank is boosting itself by in- 
direction. 


variant of this 
welcoming the 










Industry and Agriculture in California 


Dried 





Fruits 





Efficiency in production and 
marketing, working with Califor- 
nia’s sun and soil, combine to 
bring an average $50,000,000 each 
year from the state’s famed dried 
fruit industry. 


Of California’s immense decid- 
uous fruit crop—its prunes, rais- 
ins, apricots, peaches, apples, 
pears, figs — two-thirds goes 
through dry yards or artificial de- 
hydrating machines, is afterwards 
packed and shipped to market... 
every pound carefully inspected 
before it leaves. 


California packers early real- 
-ized that to market their fruit 


First NATIONAL BANK 


throughout the world, they must 
have superior products of guaran- 
teed uniform quality. Constant 
cooperative effort along this line 
—(€alifornia has the strongest 
farm cooperative marketing orga- 


nizations in the world)—has giv- — 


en our-dried fruit a high reputa- 
tion in every land. 


° . - 


The resources and facilities of 
this home bank are used in fin- 
ancing Stanislaus County’s big- 
gest business—agriculture. It is 
a privilege to work with local far- 
mers and to provide banking ser- 
vices for growing, packing and 
marketing their crops. 


and ST ANISLAUS COUNTY SAVINGS BANK. 


Member Federal Deposit Insurance Corporation . 





Banks tie themselves into the advertising copy by offering their services to growers, packers and distributors 


ANTIOCH— 
* World’s ASPARAGUS Center! ' 


“Antioch last year maintained its record as the nation’s major 
asparagus shipping center, although abipments East were cut 
about 30 per cent because of the small crop.” 

—Pacific Rural Press, Jan. 22, 1938, 


* 


* The 1938 pack is in full swing and shipments of the “green gold” 
are now travelling eastward —- with packing going at the rate of a 
freight car load an hour. It is thought this year's crop will surpass 
last year's in volume. f 

































































* 


This hank offers asparagus growers,.packers and distributors of 
this region a safe depository for their money .. . and provide 
funds on a short-term basis to pay wages, buy and repair plant 
equipment, and market their products. 




































First National Bank of Anteds: 
and Antioch Bank of poyinas 


MEMBER is rma: DEPOSIT INSURANCE CORPORATION 
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CANADIAN BANKING 








By JAMES MONTAGNES 


Financing The 
Grain Crop 


Financing the Canadian grain crop 
is considered by Canadian bankers 
to be the world’s largest single financial 
operation in respect to an export com- 
modity. This year Canadian banks 
will finance the bumper Canadian 
grain harvest of coarse grains as well 
as wheat with about $150,000,000, 
based on present crop prospects of 
650,000,000 bushels. Canadian banks 
financed the grain crop up to $200,- 
000,000 in 1928, as contrasted with 
$75,000,000 in the past few years when 
drought has nearly wiped out the crop. 

Through the years the chartered 
banks of the Dominion have developed 
a method of grain crop financing using 
a revolving fund, which begins with 
the farmer borrowing to buy seed and 
ends when the final bills are paid 
by importers in Great Britain and 
European and other countries. It is 
estimated that with all financial trans- 
actions included the cost to the grain 
industry is but two-thirds of a cent 
per bushel. 

Handling the grain crop is a special- 
ized banking job entrusted to bankers 
who have lived most if not all their 
lives in the Canadian west. About 
650 branch banks in Manitoba, Sas- 
katchewan and Alberta and numerous 
regional supervisory offices handle the 
financing. According to Dr. D. A. 
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FOR WINTER FEEDING 















Branch 
or to improve your stock, consult our aad 
Manager. This Bank is interested in 
progressive farmers to succeed. 


loans are invited. Rates are 


Applications for 
moderate. 


. 
DOMINI 


(Local Office and Manager's Name Here) 


ABLISHED 1871 


HE 
ON BANK 


MacGibbon in his book, The Canadian 
Grain Trade, “‘the location of branch 
banks in every town and large village 
in Western Canada makes the distri- 
bution of funds comparatively easy, 
and takes away from the country 
elevator companies the burden and 
risk of placing supplies of ready money 
in the possession of their elevator 
agents. To the farmer, convenient 
banking facilities mean that as soon 
as he places his grain in a country 
elevator he may obtain ready money 
without delay, either by sale or by 
taking an advance upon his grain.” 

The bank credit fund for grain 
financing is a revolving fund, used in 
some degree by all classes engaged in 
grain production and marketing. It 
turns over so frequently as to suggest 
that it finances in one form or another 
practically a season’s crops in the 
aggregate. The fund is available to 
the farmer, and more than a third of 
the grain growers rely on the banks 
for credit in a varying degree. 

The credit fund is available to the 
elevator company and grain company 
which arranges well in advance of the 
harvest how much credit it will require 
from the bank. The bulk of this 
credit is maintained at the bank and a 
portion of it supplied in cash for 
distribution to the country elevators 
and company agents. 

The farmer brings his crop to the 


country elevator, receives there a 
grain ticket or cash for his grain. If 
he takes a ticket he can cash it or 
deposit it at his bank, use it to repay 
his loans in full or in part. The bank 
takes the grain ticket to the elevator 
or grain company head office, where it 
is redeemed either in cash or by 
borrowing on the credit the company 
has established with the bank at the 
beginning of the season. 

When the grain starts moving from 
country elevators to terminal elevators 
the banks take rail bills of lading as 
security, which are later replaced by 
warehouse receipts when the grain is 
accepted at the terminal. These are 
replaced in turn by lake bills of lading 
as the grain takes its next step towards 
consumption with shipment to Buffalo 
and Montreal for transfer to overseas 
markets. The bank thus retains a 
continuing charge over the grain. 

The grain companies are able to 
borrow on a small margin of security 
by following the banks’ terms of 
hedging their holdings to protect them 
against the sharp market fluctuations. 
Canadian banks feel that the futures 
market of the Winnipeg Grain Ex- 
change not only serves to enable grain 
companies to borrow on a_ small 


margin, but is actually one of the 
foundations of the system under which 
a farmer is able to take grain to an 
elevator and obtain (See page 32) 
















MONEY 
to improve your 


BREEDING STOCK 


A pure-bred bull will improve your 
dairy stock, and earn its keep 
many times over. Better strains in 
all livestock produce increased 
returns throughout the year. This 
Bank is interested in all prog 
sive farm operations and our 
Branch Manager will be glad to 
consider a loan to you for these or 
any .worthwhile purposes. Have 
a talk with him. 


THE 
DOMINION BANK 


ESTABLISHED 1871 


















(Local Office and Manager's Name Here) 
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Poultry Farming 
Poultry pays, with sci Requires MONEY 


, iad entific handling. The flock 
good breed:—should = buy chicks this Spring? anees 
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Three in a series of monthly advertisements reaching the rural field, inviting applications for loans and 
stressing the bank’s interest in the farmer and his problems (See page 32) 
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CLEARING HOUSE 


Court DecIsions.... 


When is waiver of protest binding on endorser ?.... Caution on 
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discounting trade acceptances....Bank’s right to set-off loan 
against deposit upheld....Garnishment of funds held by county 


Waiver by Endorser 


As a matter of convenience banks 
and others handling negotiable instru- 
ments often require that endorsers 
waive demand, protest and notice of 
protest. This is because, where such 
waiver is not obtained, an endorser 
may attempt to resist liability on a 
note by claiming that he did not 
receive notice of protest or dishonor 
as required by the negotiable instru- 
ments law. 

Yet, as a decision of the United 
States Circuit Court of Appeals for 
the Third Circuit in a recent case 
points out, such a waiver in a note is 
not binding on an endorser unless the 
waiver is inserted in the proper place 
in the note. In that case a maker 
drew a note to his own order and en- 
dorsed it as payee. Above his endorse- 
ment was inserted a waiver of demand, 
protest and notice of protest. The 
endorsement of an accommodation 
endorser was written below the en- 
dorsement of the payee. 

The bank which held the note was 
not paid by the maker and thereafter 
sued the accommodation endorser who 
resisted payment on the ground that 
he had not received notice of protest 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


and therefore, under the negotiable 
instruments law, was discharged of all 
liability on the note. 

The bank urged that in signing his 
endorsement beneath the endorsement 
of the payee the accommodation en- 
dorser had waived notice since the 
waiver appeared above the signatures 
of both the endorsers. 

“Did he waive notice of dishonor 
and protest by signing his name under 
the waiver?’ was the question posed 
by the court in its opinion. “An 
endorsement is an implied contract to 
pay if the maker does not, and the 
endorser has notice of dishonor. The 
accommodation endorser, having en- 
dorsed after the first endorser endorsed 
a note upon which the first endorser 
had waived notice, the endorsement of 
the second endorser was not his agree- 
ment that he also waived notice. Such 





a waiver written above the signature 
of the first endorser was binding on 
the first endorser only.” 

Says the negotiable instruments 
law: ‘‘Where the waiver is embodied 
in the instrument itself, it is binding 
upon all parties; but where it is 
written above the signature of an 
endorser, it binds him only.” 

Thus the waiver above the signature 
of the first endorser did not affect the 
second or any subsequent endorsers. 

Moral: Such a waiver should appear 
in the face of the note so that all 
parties to the instrument will be 
bound by it. (Federal Reserve Bank 
vs. Levy, 97 Federal Reporter, Second 
Series, 50.) 


Trade Acceptance 


Banks handling trade acceptances 
will be encouraged by a recent decision 
of the United States Circuit Court of 
Appeals for the Eighth Circuit which 
holds, in effect, that a quarrel between 
the original parties to a trade accept- 
ance will not prevent the enforcement 
of the instrument against the original 
drawer by a bank or other innocent 
holder in due course. Certain trade 
acceptances drawn by the X (See page 34) 
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Not How Big. 


But 
How Strong 














In the fire insurance field 
some companies are, of 
course, larger than others. 
But not necessarily stronger. 
Actually, the size of the com- 
pany in which you insure 
your property has relatively 
little to do with the strength 
and soundness of your pro- 
tection against serious finan- 
cial loss from fire, wind- 
storm, explosion or other 
hazard. 


Of far greater importance 
are such features of security 
as high ratio of surplus to 
liabilities, low ratio of losses 
and expenses to premium in- 
come, a reputation for pay- 
ing losses promptly and fair- 
ly, a long life of unwavering 
service to policyholders, and 
experienced, conservative 
manigement. 


These features have won 
for the Mill Owners Mutual 
recognition as one of the 
strongest fire insurance com- 
panies in America. They are 
the features most worthy of 
your consideration when buy- 
ing or renewing property in- 
surance. 


All Policies Non-Assessable 


Present Rate of Dividend, 25% 





MILL OWNERS 
y ee 


FIRE INSURANCE CO. OF IOWA 


Hamilton, Ont. 


Des Moines, Iowa 


Fire—W indstorm—Allied Coverages 
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The BOOKLET COUNTER 








Booklets listed below are all published by nationally-known institutions 


and are offered without charge or obligation to bank officers. 


Address 


your requests, on the bank’s letterhead, to The Editors, The Burroughs 
Clearing House, Second Blvd. and Burroughs Ave., Detroit, Michigan 


New Booklets 


PROTECTION FOR PERSONAL LOANS 
. . » This booklet outlines two methods by 
which the bank may protect its personal 
loans with life insurance; one, whereby the 
cost of the protection is passed on to the 
borrower, and the other where the bank 
absorbs the expense. Prepared by a company 
that specializes in this type of insurance, and 
illustrated with actual forms used. 


CASH THEM WITH CONFIDENCE... 
Of interest to banks is this folder describing 
a new type of pay check which is bonded 
against forgery, counterfeiting or alteration. 
Illustrates such features as patented border 
design, registered watermark and automatic 
signature identification. Checks are designed 
to be more readily cashable with merchants, 
thereby relieving pay day congestion in banks. 


STAMPS AS COLLATERAL FOR BANK 
LOANS .. . How the widespread stamp 
collection hobby opens the door to a source 
of profitable loans for banks is discussed by a 
stamp collection brokerage company with 
appraisal and discount services. Folder 
points out the market for such loans and 
explains how stamp collateral can immedi- 
ately be turned into cash if necessary. 


Booklets Still Available 


LETTERS OF A BUSINESS MAN TO HIS 
SON .. . Since 1937 the American National 
Bank and Trust Company of Chicago has 
been running a series of advertisements under 
this title that have attracted wide attention. 
They comprise an outstanding example of 
how bank copy can be humanized, banking 
functions discussed in understandable terms 
to the layman, and public appreciation of 
banking service stimulated. 


THE SIGNIFICANCE OF MANAGE- 
MENT ... A symposium in which fifty of 
the country’s outstanding business executives 
briefly define their personal views as to the 
enlarged responsibilities and opportunities of 
management today. Representing the dis- 
tilled essence of years of business experience, 
this booklet contains many thoughts and 
ideas that can well be translated in terms of 
bank management. 


WHAT THE RAILROADS WANT ... 
Because railroads constitute one of our 
major economic problems today, this pocket- 
sized booklet should be of major interest to 
bankers, insurance companies and individual 
investors alike. It states concisely the rail- 
roads’ point of view concerning rates, sub- 
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sidies, loans, consolidations, labor legislation, 
taxes, and other vital matters affecting their 
earning capacity. 


A NEW PLAN OF LIFE .. . Wherein is 
outlined a long-term plan of accumulation to 
provide living protection. The booklet 
describes an investment contract designed to 
enable the average person earning a regular 
income to set aside a definite amount periodi- 
cally, not as a passing episode, but as a 
manner of living. 


FIGURES THAT TELL THE STORY... 
How substantial savings in mailing expense 
have been effected by banks and_. other 
organizations is graphically illustrated with 
actual cases in this booklet. It shows how a 
bank in North Carolina saved $1,680 in 
postage in one year, and how a bank in 
Pittsburgh reduced time consumed for han- 
dling mail by 87 per cent after adopting 
modern methods of control. 


VACATION TRIPS IN AMERICA...A 
well-illustrated 50-page booklet which con- 
tains a wealth of information about travel 
on this continent. Gives complete itineraries 
of tours and cruises ranging geographically 
from Canada to Mexico and from Bermuda 
to Hawaii, extending from a week-end to a 
number of weeks. 


SAFE DEPOSIT LIABILITY .. . Legal 
decisions that will interest banks maintaining 
safe deposit departments. A leading insur- 
ance company presents instances of claims 
against banks occasioned by carelessness of 
attendants, lack of knowledge, etc. 


PROPERTY INSURANCE DIGEST... 
A 16-page booklet which explains the more 
important forms of property insurance such 
as fire, windstorm, hail, explosion, riot, rent 
and rental value, leasehold, business interrup- 
tion, water damage, demolition, etc. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS ... An eight-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? .. 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, 
or a responsible older man who hasn’t found 
his right place in life. 


WHAT WILL YOUR DIRECTORS SAY? 
. .. Here is a folder about bankers blanket 
bonds, listing some typical cases of losses, 
and containing some pertinent points about 
buying fidelity insurance. 
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Cut the Cost of Storing Your Records 


Steel Storage Files are designed specifically Drawers have positive stops and easy-pull 


for the purpose they serve and include all gliders. Each file, regardless of size locks 
necessary functional and safety features, yet to others when stacking. Let a Steel Storage 


they cost less than flimsy cardboard boxes File man, experienced in file problems, 
, : analyze your permanent and semi-active 
and shelving. There's a size for every form 


record storage problem. His recommeda- 
and special sizes are made without extra tions put you under no obligation. Send 
cost. for literature. 














PATENTED 
(OTHERS PENDING) 


Notice the 
locking feature 


Drawers have 
easy-pull gliders 
and positive stops 









Signature Card File 
Check File 


5x8 
Savings Ledger 
Compartment File Card File 


THE STEEL STORAGE FILE COMPANY 


C ORIGINATORS OF ALL-STEEL STORAGE FILES } 


Letter File 


2216 WEST 63RD STREET . CLEVELAND, OHIO 
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Reports That Aid Banking Profits 


(From page 9) of our investment records 
and reports. They are: Governments; 
Intermediate Credit Banks; Joint 
Stock Land Banks; Municipals; In- 
dustrials; Utilities; Rails; Equipment 
Trusts; Tax Anticipation Warrants. 
(In some few reports we condense this 
list by putting two or more classes 
together in a single classification such 
as Quasi Governmentals, and in some 
others we break it down into more 
classes to give us greater detail. But 
these nine are our basic classes.) 
These cards are kept handy to the 


desk of the officer who looks after our 
investment detail and supervises the 
reports. He also keeps a list, on a 
special form punched for inclusion in a 
loose-leaf ring binder, showing all of 
our bonds. On these pages he marks 
off sales or maturities, adds on pur- 
chases. His secretary, who runs all of 
the report detail, picks up this record 
daily, and early each morning transfers 
to the copy in my book all changes 
that have occurred. Therefore, not 
only has the other officer these facts 
in full but also I have them, brought 
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SOME DAY 
YOULL GET THIS 


calling to the attention 

of their banks. McBee LETTER/ 
Bonded Pay—Chex are 

the safest pay checks ever devised . . 
bonded and controlled from the pulp in the 

mill to the employer's door . . . and 
cashed with confidence by merchants. 





Ask your local McBee representative for 
more details, or write for folder Cash Them 


With Confidence." 
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up to the last twenty-four hours. 
Since I buy and sell our bonds, this 
means that I always have an up-to- 
date running inventory of our port- 
folio where I can reach it. When a 
bond offer comes by telephone, wire, 
or letter, a quick look at the book is 
my invariable rule. There is no need 
to detail to any experienced banker 
the advantages of seeing the exact 
picture in black and white, or no need 
of enlarging on the errors that are 
surely eliminated by acting always on 
certainty instead of impression. 

These are the uses of our records in 
running the bank from day to day. 
But these are merely preliminaries to 
supplying facts for the directors. As 
changes occur, they are marked up 
in the books maintained at the desk 
of our investment detail officer and at 
my desk. At the end of the month, 
the whole set-up is re-typed, and a lot 
more reports are made up for the 
monthly meeting. On the listing of 
investments, the girl who handles it 
copies the marked-up sheet, and then 
proves the accuracy of her report by 
checking it against the cards in her 
bond file. The cards, in turn, have 
been proved against the bond register. 

We have seven directors, of whom 
I am the only bank officer. To save 
effort, we make up only four directors’ 
reports. Then, in actual use, two 
directors look at one book without 
being inconvenienced. 


\ X 7E started developing these reports 

after I noticed, one day, that while 
the lists of investments and other 
bank activities were droned off inter- 
minably, the heads of two of our 
potentially most valuable directors 
kept sagging down on their chests, 
and their eyelids kept closing despite 
valiant efforts to stay open. In brief, 
our regular meeting procedure bored 
the directors. Frankly, I do not 
blame them. If I had been sitting in 
their places, I suspect I might have 
been sound asleep instead of merely 
nodding. 

Because I believed then just as 
strongly as I believe now that it is a 
primary duty of the bank’s manage- 
ment to keep the directors informed, 
and to safeguard the institution by 
holding the interest of these successful 
men who have assumed the responsi- 
bility, it followed that we must 
develop a means of giving them faets 
that would interest them, keep them 
alert, permit them to employ their best 
faculties all the way through the 
monthly meeting. The previous fault 
was not the directors’, it was mine as 
chief executive officer of the bank. 

So we set out to develop reports that 





would supply our directors with the 
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information they should have, and 
that would present it in ways to hold 
their interest. In the interval, we 
have tried a few reports which experi- 
ence disclosed we did not need. As 
soon as their lack of value had been 
proved, we discontinued these. But 
gradually, over the years, we have 
worked up a set of reports that are 
useful, necessary, and to conscientious 
directors genuinely interesting. 

Page 1 of the monthly investment 
report shows the nine classes of bonds, 
totaled together by classes, and gives 
par, book, market on the last day of 
the preceding month and on the 
month-end before that. Each classi- 
fication is shown also as a percentage of 
our total deposits. (Shown on page 9.) 

Page 2 divides up our holdings by 
ratings, with similar facts. 

Page 3 shows the maturities, sub- 
divided by ratings. Each horizontal 
line is the year of maturity. Each 
vertical column shows the nine classes 
—except that, to get it on the page, 
we condense to seven classes. 

Page 4 is the inventory of our 
government bonds, by issues. The 
vertical columns are headed Par, 
Description, Due, Paid, Carried, Book, 
Bid, Call Price, Market, Listed, Rat- 
ing, Purchased From. This latter is 
in a code number that refers back to a 
list pasted inside the front cover of 
the binder, with a code number 
assigned to each investment house with 
which we deal —the code is for brevity, 
not for secrecy. Pages 5 through 18 
carry the inventory of our other eight 
classes of bonds, listed with exactly 
the same information as that detailed 
above for governments. 


Page 19 is a recapitulation. Book 
value as of previous month. Sales: 
Proceeds, Cost, Profit or Loss. Pur- 
chases: Write-downs, losses on sales, 
profits on sales, recoveries. Book 


value as of this report. 

Pages 20 and 21 face each other so 
that when opened they read across as 
a spread. These two pages constitute 
a record in detail of the profit and loss 
on securities sold or paid. The columns 
are: Date Bought, Date Sold, Descrip- 
tion, Paid, Cost, Carried, Book, Write 
Down, Date of Write Down, Sold At, 
Amount Received, Book Profit or 
Loss, Actual Profit or Loss, Recoveries. 
This record is of value in informing the 
directors, but is equally valuable in pre- 
paring our tax return. (Shown on page8.) 

Page 22 shows Securities Purchased 
and Write Down on Bonds Held. 


THE officer in charge of investment 

detail appears before the board at 
each meeting, goes over this report 
with comments, answers any questions. 
Our rule is that we proceed at a pace 
to accommodate whichever director is 
at the moment taking the most time 
on an item. We turn to the next page 
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E should like to send you a 

folder entitled ‘“The Endurance 

of Hammermill Papers.”’ It was printed 

in 1929 on Hammermill Ledger. The 

very condition of this folder, its crisp 

freshness after nine years, will prove 

to you, better than any message it 

contains, the sturdiness and durability 
of Hammermill Ledger. 

There has been a lot of argument 


about the long life of ledger papers. .. 
We do not pretend to argue. We want | 
to send you visual proof of what you | 


may expect when you entrust your 
records to Hammermill Ledger. 
Hammermill Ledger is uniform. The 






26 YEARS OF USE PROVE IT 
PAYS TO STANDARDIZE ON 
HAMMERMILL LEDGER 


Hammermill watermark in every sheet 
takes the guesswork out of paper buy- 
ing, assures you of paper always de- 
pendable, sheet after sheet, year after 
year ... It’s easy to work with. The 
non-glare surface saves eyestrain, 
speeds up work with pen, pencil or 
typewriter, makes it 
easy tocorrect errors 
because it erases 
neatly without scuff- 
ing... It’s low in' 
cost. You can get it 
promptly from your 
printer or stationer. 

















Hammermill Paper Company gxgcu-sE 

Erie, Pa. 

it iu Please send me without obligation 
the Working Kit of Hammermill Ledger 

and a copy of the 1929 edition of “The 

Endurance of Hammermill Papers.” 
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» Broaden customer service with Chase correspondent facilities « 











| MESSENGERS OF COMMERCE | 


_ the cable department of the Chase 
National Bank, correspondent banks and their 
customers are only a few minutes away from distant 


world markets and trade centers. 


| 

| Day and night, Chase cables—swift messengers of 

| commerce—carry funds to and from all parts of the | 
| world.... pay for export and import shipments .... | 
| buy and sell foreign exchange .... seek and supply 


| trade or tariff data. ...establish credit relationships. | 


The time and money this service saves Chase 
correspondent banks are often important factors in 


the successful transaction of their foreign business. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 










































































NATIONAL BANK OF DETROIT 


DETROIT, MICHIGAN 


ESTABLISHED MARCH 24, 1933 ;: RESOURCES EXCEED $400,000,000 


Member Federal Deposit Insurance Corporation 
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only after we have received an affirma- 
tive answer to, “Everybody ready to 
go ahead now?”’ 

Obviously, we do not read off the 
entire list of securities at each meeting. 
Rather, we read off the changes. The 
directors follow on their books, look 
longer at anything that they do not 
understand or wish to’ know more 
about. We get plenty of questions 
fired at us—the more the better, from 
the officers’ standpoint. A director 
who asks a question is interested, he is 
considering the bank’s welfare. He is 
thereby a better director than if we 
frittered away his interest by giving 
him nothing he could put his mental 
teeth in. 

The books are marginally indexed so 
that anyone who wishes to find a 
specific fact may get it in a minimum 
of time. In each book we maintain 
twelve months’ records, so that the 
full year’s investment experience is 
set forth in readily accessible form. 
The current month is at the front, 
and each previous month is behind it, 
in sequence. 

As a regular routine, each directors’ 
meeting approves the report and in- 
corporates it as part of the minutes of 
the meeting. There is, therefore, no 
possibility of any director feeling that 
he has been left less than fully in- 
formed on our investments. He has 
been given a complete written report, 
he has had pointed out in open meet- 
ing every change anywhere along the 
line. He has had opportunity —has, 
in fact, been cordially invited —to ask 
about anything on which he desires 
further information. And he signifies, 
by his vote incorporating the report 
in the minutes, that he has been over 
the ground to his complete satisfaction. 

In practice, it works out very well. 
Our directors really know our invest- 
ment program and how we are holding 
to it or deviating away. Any one of 
them can talk it over with me as 
intelligently as could the investing 
officer of most banks of our size. And 
we get from our directors, in conse- 
quence of this familiarity, a surprising 
volume of suggestions that are con- 
verted into profits for the bank. 


N conclusion, let us consider very 

briefly the usefulness of this complete 
set of records in operating the invest- 
ment program of the institution. 
Whether in diversification or maturi- 
ties, I am reminded every day of the 
exact picture —not only as it stands, 
but as it is trending. I can anticipate 
precisely what funds will come in from 
maturities or other sources. It is 
very like a control. 

To make sure nothing is overlooked, 
the officer in charge of the system 
underlines in red on his book a 
maturity ten days beforehand. The 
girl who maintains my book transfers 


DH 


an ~*~ ee oe 








September, 19383—THE BURROUGHS CLEARING HOUSE 


this mark to my book at once. I 
therefore know it is time to be looking 
forward to a reinvestment program — 
or other uses for the funds if these are 
available. 

There are less obvious uses, too. 
Consider tax warrants, of which we 
absorb a considerable volume from 
local sources. Another report, to be 
described in the second article, keeps 
me informed on all checking accounts 
with balances over $1,000—which in 
our bank is a large account. When a 
public deposit of size comes in, I at 
once translate this into terms of our 
tax warrants; obviously, when the 
school board treasurer gets in a lot 
of money in the spring, he will 
promptly pay off his warrants and 
stop the interest charges. I see it in 
advance, and prepare for keeping 
these funds employed. The conse- 
quence, though it cannot be definitely 
measured, is a minimum of funds not 
in use, and a maximum at work all 
the time. 


Credit Unions for 
Bank Employees 


(From page 12) of a judgment and 
garnishment. This man was a de- 
pression casualty; he had _ under- 
taken a sizable debt for household 
furnishings when he held a_ good 
job with another bank. The bank 
went out of business, he was out of a 
job, and landed with us in a place at 
about half the salary he had been 
getting for more responsible duties. 
His debt to the furniture house — 
fortunately, not secured by a chattel 
mortgage or conditional sales contract 
—totaled about four months’ salary. 
In his struggles to keep afloat with 
the furniture store, he had borrowed 
better than half a month’s salary 
from a personal loan company at 
3 per cent a month. And he was in a 
mood of black despair. 

First step in extricating him was for 
a credit union officer to get after the 
furniture man. It developed that the 
furniture bill had been paid down from 
a much larger total, that the furniture 
had been used long enough so that it 
would not have a very large second- 
hand value —it was not too good quality 
to start with. So the furniture store 
finally accepted a compromise settle- 
ment, for cash, of precisely one 
month’s pay —writing off 75 per cent 
of the unpaid balance. The credit 
union thereupon made the victim a 
loan big enough to pay off the furni- 
ture settlement and the personal loan 
company note, on his father’s name as 
co-signer. He paid us off ata level 
rate, reduced the amount to a very 
small balance with the credit union. 
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Help Someone Succeed 
BY SENDING US HIS NAME 


Ir you know some worthy and ambitious man or woman 
who wants to find a way to win a fair reward in a life work, 
do this: 

Suggest a career in life insurance field work and if you 
think this individual might be interested send us the name 
to the address below. 

The Mutual Life Insurance Company of New York 
places a high value on sincere recommendations if based on 
personal knowledge of the character of those recommended. 

To selected individuals who possess energy, common 
sense, character, stability and genuine sympathy with 
others, The Mutual Life offers personal direction and 
training in life insurance field work, leading to permanent 
careers in the communities chosen. 


The Mutual Life’s new 32-page booklet “Can I Make a Living as a Life 


Insurance Representative?” is available to those who wish to consider 
the subject seriously; also name of nearest Mutual Life manager. 


Avpress: Vice President and Manager of Agencies 


She Mutual Life 
Insurance Companyof New York 


34Nassau Street, New York 
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It would be nice to say he remains 
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; . successfully solve storage problems for many 
banks. Built of steel—exact size of your forms, 
saving 40 to 75% of your present storage space. 
Eliminate cost of shelving and boxes—installed in 
less time. 


Records kept clean—readily accessible—easily identi- 
fied—saving time and labor costs of assembling 
paper boxes, searching for records, unpiling and 
restacking boxes and trays on shelving. Eliminate 
fire hazards of open records, wood trays, or corru- 
gated boxes. 

Let us show you how you can increase your present 
storage facilities for wide range of forms. Send 
form size and number of lineal inches of that form 
in storage—our engineering department will suggest 
layouts and offer counsel, without cost or obligation. 


INVINCIBLE METAL FURNITURE CO. 


(Bank Division) MANITOWOC, WISCONSIN 
eee 
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with us, is now on the way to becom- 
ing a vice-president. What actually 
happened is that he did very much 
better work once he had this worry 
off his mind, and pretty soon landed 
a better job outside that was more 
nearly commensurate with his abilities. 





THE BURROUGHS CLEARING HOUSE—September, 1938 


He kept up his repayments, cleaned 
up his note on the due date —every- 
body was better off, even including 
the furniture man who absorbed a 
shrinkage on his original sale. 
Converts to the credit union tend 
to become almost evangelistic. There 





magician. 


However, no magic is needed in 
offices where modern Tri-Guard files 
and the Safeguard system are used. 
They speed up filing and finding with 
less work and expense .. . help 
eliminate errors and delays. Any 
employee can do the work with a min- 


imum of supervision. 





In the Tri-Guard 
file, each guide 
slides on three rods, 
one at the bottom 
and one on each side 
.| of the drawer. 





files is a feat that would stump a master 











Top rods act as ‘‘sway- 
check’. Guides are baal 
kept upright without ; 
compression and in- f | 





dex, as well as sup- \ 
port contents of we. 
drawer. NX 











That’s OKAY...BUT I'LL BET ¥Q 
FIND A LETTER IN MY FILE! | 


Producing an important letter from some 


TRI-GUARD FILES... 


A wide variety of Globe-Wernicke business 
equipment is sold by dealers who recommend 
equipment and systems best suited to cus- 
tomer’s needs. Consult our dealer in your 
community for more information about our 
products and service to users—or write 
direct to us. 



















Make your desk-work more convenient, 





more eflicient— save money — with the 


handsome handi-nen The handi-pen desk set is 


just what you need tomod- 


ernize your desk. It holds six ounces of ink, enough for a year’s aver- 
age writing (no leakage, no evaporation)—the pen, resting in ink 
to the proper level, is always ready to write with smoothness and 


speed (no constant dipping; no clog- 
ging or flooding) — its streamlined 
beauty stamps you as “up-to-date.” 
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was one girl, a comparatively new 
employee, who had lost her savings in 
a bank failure before she came to 
work here. Her announced attitude 
was that she was never going to save 
any money, she would spend it as fast 
as she got it. Her boss was one of 
the organizers of the credit union; he 
convinced her that if she would join 
she could thus extend her borrowing 
ability and sometimes be able to buy 
something even before she had earned 
it. Now she has become a borrower — 
but she refused to withdraw any of 
her principal. “I should say not!” 
she answered scornfully when the 
man who originally took her member- 
ship suggested she might save interest 
charges by withdrawing some of her 
cash. “I’ve saved that, I’ve got it, 
and you won’t see me touching it 
after all the work it has been to save 
it?’ You might, if you chose, em- 
broider quite a moral on that simple 
tale. 

Without citing any more specific 
instances of savers and borrowers, let’s 
be content with surveying the general 
results attained by the credit union in 
our bank. In the first place, it has 
made savers of a lot of people who 
had not previously put anything away 
for a rainy day—and we are con- 
vinced it will make more of them, on 
a larger scale, once the credit union 
begins to pay out a larger percentage 
of its total earnings in the form of 
dividends. In the second place, it 
has saved large sums of money for 
members because they were enabled 
to borrow money to pay for emergency 
expenses such as medical care. 

Employee morale is unquestionably 
improved. There are fewer people 
worrying at their work and tossing in 
their sleep, for they know where they 
owe money, they know how they are 
paying it back, they know that nobody 
will be going around to the bank 
next day to threaten garnishment or 
other major trouble. 

All the credit unions on earth could 
not, of course, keep out of financial 
hot water the small but troublesome 
fraction of employees who are in- 
herently improvident, who cannot 
resist the siren song of anybody who 
has anything for sale at a dollar down 
and ten dollars a month. Some folks 
are apparently born to be broke, and 
like any bank we have our share; we 
still get one or two telephoned credit 
inquiries a week. 


JF this brief account of our credit 

union’s activities has stirred in any 
other banker an interest in having 
such an institution in his bank, he can 
get all information about the forma- 
tion and operation of a credit union 
from official sources. 

The Farm Credit Administration at 
Washington is charged with fostering 
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into bags or into coin wrappers. 


these machines. 










Coin Storage Trays 
Coin Wrappers and Bill Straps 


SPEEDY - ACCURATE 
* DURABLE - 


Brandt Coin Counting and Packaging Machines— 
both hand and motor driven—are characterized by 
their speed, accuracy, ease of operation and durability. 

With this equipment the expense of counting and 
packaging coins is considerably reduced because of the 
simplicity of its operation and because of the speed and 
absolute accuracy with which coins are counted either 


Continuously increasing sales attest to the benefits 
that banks throughout the country are receiving from 


Write for complete information or a free trial. 


Other Brandt Products: 


Coin Paying Machines (Brandt Automatic Cashiers) 
Coin Sorting and Counting Machines 


BRANDT AUTOMATIC CASHIER CO. 


Manufacturers of Coin Handling Devices Since 1890. 
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WATERTOWN, WISCONSIN 





credit unions, chartering them, and 
examining them annually. An inquiry 
to the FCA will bring prompt response 
and the name of the nearest field 
representative. The field representa- 
tive will also be notified by Washing- 
ton, and will get in touch with the 
inquirer at his first available moment. 
In fact, once your name gets in the 
works, the chances are all in favor of 
having your nearest field representative 
visit the bank within a couple of weeks. 

Cost of organizing a credit union is 
small. Federal charters cost $25, 
most state charters cost $25 if the 
organizers prefer to organize under 


state rather than Federal law. Mem- 
bership in the state league costs a 
small percentage of the credit union’s 
profits, and membership in the state 
league heads up into the Credit Union 
National Association at Madison, Wis- 
consin, which offers considerable bene- 
fits to the member credit union in 
services, stationery purchases, and so 
on. The annual examination by the 
FCA costs littke—we estimate our 
examination fee this year will be 
under $40. 

In our credit union, the total costs 
have been borne by the membership, 
out of profits. The only thing the 


bank contributes is permission to the 
officers and committee members of 
the credit union to transact in the 
bank’s time such business as must be 
so conducted: taking loan applica- 
tions, receiving payments, and so on. 
This cost is negligible because, thus 
far, the membership has elected to the 
most time-consuming jobs bank em- 
ployees whose duties permit diverting 
a little time on occasion. In our 
opinion, it would be worth many 
times what little it has cost the bank. 

Those original doubts about the 
wisdom of having a credit union? 
They have long since disappeared. 


A New Way to Store Old Bank Records 


(From page 18) drawer, as is customarily 
done in letter files, a cross-reference 
to the receipt so that anyone else 
seeking the same record can trace it 
back in a minimum of time. 
Experience has long since shown 
that an important aspect of proper 
records storage is to have centralized 
responsibility for safe custody. Obvi- 
ously there is no likelihood of proper 
safeguards if the storage vault is free 
of access to any and everybody in the 
bank. In a large bank there is usually 
a clerk responsible for this division. 


In a smaller bank, it has been proved 
advisable to have the custody of the 
vault as a part-time responsibility 
for someone whose duties permit going 
into the vault whenever the need 
arises, and whose personal character- 
istics are such that he take seriously 
the duties of keeping track of what is 
removed and seeing that it is restored 
to its proper place. 

One large bank has not only trans- 
ferred all of its basement storage of 
old records to this sheet-metal equip- 
ment, but also is in process of getting 


into the same good shape all of the 
records in its outside storage ware- 
house. It has been able to have boxes 
made in sizes to fit all of its current 
forms. It has found a considerable 
saving in costs, since records that 
formerly required preparation for eco- 
nomical storage can now be placed 
in the steel drawers just as compactly 
without added cost. 

The large bank in question has 
built several rack trucks with com- 
partments to hold the smaller size 
drawers, and uses these to transfer 
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the drawers in bulk from upper floors 
to the basement vault, and subse- 
quently from the basement vault to 
the outside warehouse. A load of 
empty drawers is, for example, taken 
upstairs to auditing, and a load of 
filled drawers brought back. In trans- 
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ferring records to the outside ware- 
house the same method is used, taking 
a load of filled drawers from basement 
vault to warehouse and bringing back 
to the basement a load of drawers just 
emptied in accordance with the de- 
struction schedule. 










ROUD as we are of our 
new building, attractive 
rooms and luxurious ap- 
pointments, we are prouder 
still of the fact that the 
spirit of hospitality which 
guides every member of our 
staff is the same one that 
has been attracting travel- 
ers to the sign of the Parker House for 
two generations. When you arrive in | 
Boston, come right to the city’s most 
famous hotel, where good food, superior | 
accommodations, and attentive service 
await you. Our central location is ideal 
for the business man. | 


Single rooms with private bath, shower, 
circulating ice-water andradio from $3.50 | 


Glenwood J. Sherrard 
President & Managing Director 















The Chinese name for the Phoenix is 
**Chang-An,’’ meaning, figuratively, 
to bring back-to restore. 


The ancient Egyptians thought of the 
Phoenix as a bird that, every 500 years, 
flew out of Arabia into Egypt where at 
Heliopolis it burned itself on the altar, 
and then arose from its ashes young 
and beautiful. 


Since the earliest days of insurance 
the Phoenix has been used to symbolize 
ability to replace property after it has 
been destroyed by fire. 
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Operating men who hive used this 
new type of storage equipment and 
whose experience gives them intimate 
knowledge of small bank operation 
agree, however, that the method 
holds equally good opportunities for 
banks of even the smallest size. It 
seems merely common sense _ that, 
the smaller the bank and the less 
attention therefore given to main- 
taining old record storage, the greater 
the benefit from putting stuff away 
so that it will remain almost auto- 
matically in good order and simplify 
the task of destruction for what is 
usually an amply busy force of clerks 
and officers. 

All operating men of broad back- 
ground know that, no matter how 
much storage space a bank has, it will 
eventually run head-on into the prob- 
lem of space and reference. The longer 
it is deferred and the worse the dis- 
order prevailing, the more painful and 
expensive will be the task when 
eventually it can be evaded no longer. 
To its correspondents who ask its 
advice, one city bank’s operating chief 
always answers that the sooner they 
lick the records storage problem and 
the more thorough the job they do 
upon it, the less it will cost them and the 
better will be the service they derive 
meanwhile from their old records. 


Canadian Banking 


(From page 22) cash for it at a price im- 
mediately in line with its market value. 

The warehouse receipts issued by 
the terminal elevators have been made 
good bank security through the co- 
operation of the governments, the 
Winnipeg Grain Exchange and the 
Board of Grain Commissioners acting 
under the Canada Grain Act. 

During the autumn months banks 
can also rediscount high grade securi- 
ties or commercial paper with the Bank 
of Canada acting for the Dominion 
Government, thus obtaining fresh 
credit to meet the peak grain financing. 
Bankers point out that this method of 
increasing credit and currency is in- 
expensive, thus aiding in keeping the 
cost of financing the grain crop to the 
ultimate consumer down to a mini- 
mum. 

Canadian banks have perfected their 
method of financing the grain crop 
with the thought that any delay in 
paying farmers for their crops or in 
bringing crops to market would dam- 
age the entire economic organization 
of the country, by retarding the flow 
of money through the many channels 
to which it is diverted by the farmer, 
and by curtailing the sale of grain at a 
time when shipping conditions are 
favorable and importing countries are 
purchasing heavily. 
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Farm Advertising 
Offers Loans 


The Dominion Bank is running a 
series Of illustrated advertisements in 
newspapers and magazines throughout 
Canada which reach the rural field, 
stressing the help the bank can give 
farmers. Starting in August with an 
advertisement headed “‘Money to buy 
cattle for winter feeding,” the series 
runs one a month with exception of 
November, December and January 
with the following headings: ‘Money. 
for winter feeding,’ “Money to im- 
prove your breeding stock,” ‘Poultry 
farming requires money,” ‘Farmers 
—Do you need money to buy seed?,” 
“Increased profits from your farm.” 
Last year the bank ran a similar series 
of advertisements in rural papers and 
found a constant stream of inquiries 
coming from farmers to local branches 
and to the head office at Toronto 
from farmers too far from local 
branches. Many farmers were sur- 
prised that the bank offered loans to 
farmers for the actual operation of 
the farm. 

For urban use the Dominion Bank 
has a business series in daily news- 
papers headed “‘Orders you could get 

. lf you could fill them,’ “‘“Money 
lor profitable expansion,” “Money to 
carry through a contract,” ““Will more 
money help your business grow?” 


New Headquarters For 
Bank of Montreal 


The Bank of Montreal has an- 
nounced that it will build a new main 
office for Toronto and regional office 
for Ontario at Bay and King Streets, 
Toronto. The new building will be in 
keeping with nearby buildings, two 
of the other three corners being 
occupied by six-story head offices of 
the Bank of Toronto and the Imperial 
Bank of Canada. The new Bank of 
Montreal building will contain the 
latest in bank- architecture, and in 
addition to space for district and 
regional offices will contain space for 
rental to business firms. 


Banking as Viewed 
from Washington 


(From page 15) Association was formed, the 
first in the District of Columbia. This 
began operations on March 1, 1938, 
taking over the assets of the defunct 
association at 85 cents on the dollar. A 
system of handling depositors’ claims 
was evolved which was so efficient 
that within four months all depositors 
who responded to notices had been 
taken care of, the receiver was given 
a check for $24,841 to cover the claims 
of depositors not responding, and the 





GENERAL 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
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foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 


tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 
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TO AMERICAN BANKS DESIRING 
FOREIGN BANKING SERVICE — 


The Royal Bank of Canada offers the facilities of an extensive banking 
system comprising: 
698 BRANCHES 
in the Principal Commercial Centres of 
CANADA — LATIN AMERICA — OVERSEAS 


Each branch is iri charge of a resident manager who is fully conversant 
with economic and trade conditions in his territory. Practical, well- 
informed international banking aid is thereby assured to Banks of 
the United States in the conduct of their foreign business. 
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receivership was terminated. Due to 
an intensive campaign of advertising 
the nature of the new association, 
nearly 70 per cent of the investors’ 
funds in the old organization were 
reinvested in shares of the new associ- 
ation, although depositors had the 
option of taking cash. At the end of 
this four months’ period the new 
association had assets of almost 
$4,000,000 including $563,000 in cash 
and reserves of more than $330,000, 
and declared a dividend of 31% per 
cent per year. During this short 
period the new association also took 
in a total of more than $710,000 in 
new investments, collected outstanding 
mortgage payments of more than 
$217,000, disposed of 25 foreclosed 
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homes, and made a total of $767,750 
in new mortgage loans. At the same 
time it converted more than 500 mort- 
gages from share-account sinking-fund 
loans to the direct reduction basis 
used by all Federal savings and loan 
associations. All this was accom- 
plished without borrowing from the 
Federal Home Loan Bank or invest- 
ments from the Home Owners Loan 
Corporation. 

Officials of the Home Loan Bank 
System consider this record quite 
remarkable and attribute it to the 
sound plan on which Federal savings 
and loan associations operate, to 
co-operation given by leading citizens 
of Washington who are on the board 
of directors of the new association, 
to the careful advertising campaign 
employed, and to the ability of the 
executive manager of the new associ- 
ation, Carl H. Ellingson, formerly in 
the building and loan business in 
St. Paul, Minn., and more recently 
an employee of the Federal Home 
Loan Bank Board in Washington. 


Outlook for 
Bank Legislation 
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The possibility of more bank legis- 
lation in the next Congress is being 


discussed with increasing frequency in 
Washington and a number of the 
supervisory agencies are known to be 
making at least preliminary studies 
which may lead to legislative pro- 
posals. So far there is nothing very 
definite except the assurance that 
legislation to prevent the further 
growth of bank holding companies 
and place them under a certain amount 
of regulation is practically certain to 
be reintroduced. 

Among other subjects being dis- 
cussed are: revision of assessments for 
Federal Deposit Insurance; limited 
underwriting by commercial banks; 
changes in Federal Reserve Bank re- 
discounting rules and policies; con- 
solidation of the Federal bank super- 
visory agencies or a clearer separa- 
tion of their functions and spheres of 
activity; partial or complete elimina- 
tion of inter-bank deposits within the 
Federal Reserve System; increasing 
the Federal Reserve System’s power 
over credit and business conditions 
with a mandate to stabilize industrial 
activity; greater flexibility in the 
Reserve Board’s authority to fix re- 
serves against bank deposits; creation 
of some sort of a monetary authority; 
control of branch banking; simplifica- 
tion of SEC regulations for issuing 
securities. 


Recent Court Decisions 


(From page 23) company on the Y company 
were endorsed by the X company to the 
Z company. Ultimately the Z company 
sued the Y company to collect on the 
trade acceptances. 

The Y company defended on the 
ground that the trade acceptances 
were given by it and received by the 
X company in a transaction tainted 
with fraud and that the Z company 
knew of the fraud and had such 
knowledge that it was bound to know 
that the trade acceptances were fraudu- 
lently given. This defense, of course, 
was designed to show that the Z 
company, which was in the position 
of a bank discounting trade accept- 
ances, was not a bona fide holder in 
due course because it had _ guilty 
knowledge of an “‘infirmity” in the 
instruments. 

“The law is well settled,” said the 
court, ‘“‘that a party who takes 
negotiable paper before due for valu- 
able consideration, without knowledge 
of any defect of title, in good faith, 
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can hold it against all the world. A 
suspicion that there is a defective 
title in the holder or a knowledge of 
circumstances that might excite such 
suspicion in the mind of a cautious 
person or even gross negligence at the 
time, will not defeat the title of the 
purchaser. That result can be pro- 
duced only by bad faith, which implies 
guilty knowledge or willful ignorance, 
and the burden of proof lies on the 
assailant of the title.” 

It is a common practice for the 
maker of a note who has become dis- 
satisfied with his bargain, to resist 
payment of the note to a bank which 
holds it in due course on the ground 
that the bank was “in cahoots” with 
the original payee in a scheme to 
defraud the maker of the note. This 
decision shows that in such a case the 
maker of the note has the burden 
of definitely proving bad faith on the 
part of the bank. 

Caution: It is generally held that 
a corporation is bound by the knowl- 
edge which its agent or employee has. 
Thus, if a bank’s cashier or other 
employee discounting a note for the 
payee, has knowledge of some fraud 
or trickery practiced on the maker in 
connection with the note, the bank 
would ordinarily be held to have had, 
as a corporation, the knowledge which 
its employee had. Wise practice is 


In writing to advertisers please mention The Burroughs Clearing House 














Se] 














































1938 September, 1938—-THE BURROUGHS CLEARING HOUSE 
y in 
the 


aa Two New...Simplified.. 


pro- 
ery 


: Proving Plans 


that 
Designed to meet TODAY’S REQUIREMENTS 


nies 
unt 
1 to 






























dis- 
s for 
ited 
nks; 
. Te- 
Con- 
per- 
- The new Burroughs Simplified Proof Plan reduces item costs to a new lIow, provides 
Ss 0 - m _ 
ina- better item control, and levels peak periods. Here are some specific advantages— 
the 
sing 1. New and inexperienced help can operate it satisfactorily. 
wer 
ions 2. Errors are localized to the individual deposit, eliminating considerable checking time. 
— 3. Float and uncollected funds information are provided as a by-product of proving. 
re- 4. Rush items receive preferred attention, while the remaining items are handled during 
tion slack periods. 
— 5. The flexibility required to handle different types of deposits and varying types of 
a8 sorts is provided. 
6. Fewer machines are required because some of the operations are eliminated, and 
machine demands at peak periods are lessened. 
7. Operator production is increased through the elimination of many time-consuming, 
non-productive steps. 
A 
‘tive 
e of 
such 
ous 
._ the 
the 
pro- ‘ ‘ . . 
plies The new Burroughs Simplified Balancing Plan was developed to establish 
— a simplified routine and a faster flow of items in the moderate-sized bank 
, at minimum cost. 
the 
dis- It works on the principle of eliminating needless operations and then 
esist ‘ a ° P ° 
hind, simplifying those that remain. Items are written directly on the final records, 
= which are balanced periodically during the day so that final balance is almost 
with 
2 to immediate. 
This 
bn The Burroughs plan will make it easier to serve customers, speed the flow of 
rden ‘ : - 
the items, and provide a faster final balance. Yet it is so simple that it can be in- 
that stalled with a minimum of inconvenience and cost. 
owl- 
has. 
yther 4 . . 
- the Ask the Burroughs representative to review 
raud u r ro u tg, with you the plan suited to a bank the size of 
er in yours. Or write us for further information. 
bank 
had, 
thich 


Factories at Detroit and Plymouth, Michigan .. .Windsor, Canada... Nottingham, England 








36 





“HAMILTON? 


IN THE HEART OF BEAUTIFUL 


WASHINGTON 
D.C. 


The warm hospitality and 
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HOTEL MAYFAIR, 
ITS ALWAYS COOL! 


You sleep and eat in refreshing cool- 
ness regardless of summer heat at Hotel 
Mayfair. Each room has guest-con- 
trolled air conditioning, private bath, 
radio and all modern conveniences. 
Three air-conditioned restaurants. 

50% of all rooms $3.50 or less, 
single — $5.00 or less, double. 

“Downtown At Your Doorstep” 
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to require employees to report to 
their superior officers any knowledge 
of “infirmity” they may have in 


/ connection with a note submitted for 


discount. (Brown vs. Gotham, 97 
Federal Reporter, Second Series, 458.) 


Garnishment Against 
County . 


Where a bank has obtained a judg- 
ment against a debtor, and a munici- 


_ pality or county is holding money 


| belonging to the debtor, 


may the 


| bank reach that money by a garnish- 
| ment served on the municipality or 
' county? 


In Oklahoma a bank proceeded by 


| garnishment in such a case against a 


board of county commissioners. After 


| the garnishment had been served, the 


| board paid to the debtor the money 


owing to him by the county. Because 
of this the bank tried to obtain a 


| judgment against the county commis- 
| sioners for the alleged violation of the 


garnishment. 

Quoting the Oklahoma statute, the 
court said: 

“No judgment shall be rendered 


| against the state or any county, city, 


town, board of education, school board, 
or any municipal subdivision of the 
state. Thus the law which grants the 
right of garnishment against a county 


_ expressly denies the court jurisdiction 


to render a judgment against the 


county in garnishment cases.” 


While this case applies the Oklahoma 


| statute to the situation, the law in 


! 


many states either prohibits or re- 
stricts the service of a garnishment or 
attachment proceeding on a munici- 
pality or county as garnishee. In 
some jurisdictions it is said that funds 
in the hands of the law cannot be 
attached, even though they belong 
to a debtor. (Board of Commissioners 
vs. City National Bank, 80 Pacific 
Reporter, Second Series, 627.) 


Set-off by Trustee 


A bank became trustee under a 
mortgage or deed of trust for certain 
real estate, and the mortgagor, which 
was a corporation, issued bonds secured 
under this deed of trust. 

Later the corporation borrowed on 
its note from the same bank, which was 
also the corporation’s bank of deposit. 
When the corporation got into diffi- 
culty, the bank set off the loan on the 
note against the amount of the deposit. 

In a subsequent legal proceeding 
against the corporation and the bank 
by a dissatisfied bond holder, one of 
the items of complaint was the set-off 
by the bank of the corporation’s loan 
against its deposit. It was urged that 
this set-off constituted an unlawful 
preference in favor of the bank, but 
the United States Circuit Court of 


Appeals for the Seventh Circuit ruled 
in the bank’s favor, saying: 

‘“*A preference is valid in the absence 
of bankruptcy, and a recovery may be 
had in bankruptcy only when it occurs 
within four months prior to the filing 
of the petition, and while the bankrupt 
is insolvent. These conditions do not 
exist in this case. Hence this cause 
of action fails as a suit to recover a 
preference, and if maintainable at 
all, it is only as a fraud upon creditors. 

“‘But there are no allegations, no 
averments of fact in this connection, 
sufficient to constitute fraud. The 
bank had a right to set off its debt 
against the deposit.”’ 

In this case the bank set off the 
corporation’s note against its deposit, 
but it is doubtful whether the bank 
could have set off against the note any 
funds which the bank might have held 
as trustee for the corporation. Ordi- 
narily, a trustee cannot set off any 
trust funds against a debt which the 
beneficiary of the trust owes to the 
trustee personally. Thus, where an 
individual beneficiary of a trust in 
which a bank is trustee, owes the bank 
money in a_ personal transaction, 
ordinarily the trustee bank can not 
set off the personal debt against the 
funds which the bank holds as trustee. 
Where such a situation is apt to arise, 
it is wise to get the borrower’s written 
consent to make such a set-off, and 
this consent is, of course, best obtained 
when the buyer is getting a loan. 
(Gruenwald vs. Moir, 96 Federa! 
Reporter, Second Series, 932.) 


Forged Endorsements 


A forger obtained possession of a 
series of checks and forged an endorse- 
ment on each check. Thereafter he 
deposited them in an account which 
he had with a bank. 

The depository bank collected on 
these checks from the drawee bank, 
although the depository bank did not 
guarantee the prior endorsements. 

Four years thereafter the drawee 
bank brought suit against the deposi- 
tory bank to recover the amount paid 
on these forged endorsements. The 
Supreme Court of Illinois held that 
the drawee bank could not recover 
because of the long delay. 

“When a drawee bank pays a 
check,” said the court, “‘to an endorser 
who derives title through a_ prior 
forged endorsement, it may recover 
back the money so paid, on discovery 
of the forgery, provided it makes 
demand for payment within a reason- 
able time after the discovery of such 
forgery. Such a period as four years 
delay in giving notice after discovery 
would preclude recovery on forged 
paper.” (National Bank vs. Kaspar 
Bank 15 Northeastern Reporter, 
Second Series, 721.) 


PRODUCED IN THE BURROUGHS 
PRINT SHOP, U. 8. A. 4070-9-38 
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“HERE'S A LOAN MARKET 
WE HAVEN'T BEGUN TO TAP” 


Thousands of manufacturers and wholesalers have from half to three quarters of their 
working capital and current assets tied up in inventories. To a considerable extent, these 
inventories are now financed at high cost by suppliers. Think of the opportunity for safe 
and profitable loans, under LAWRENCE SYSTEM field warehousing. 


Bankers are finding a constantly increasing outlet 
for surplus funds in the development of commodity 
credits. And there are several important considera- 
tions which make this type of lending most desirable. 


Foremost is the high safety factor. With the con- 
trol which LAWRENCE SysTEM field warehousing 
provides, banks have maximum protection against 
borrower default and third-party claims. 


And the likelihood of these eventualities, as well 
as the causes for most difficulties which come in 
the wake of unsecured credits, are certainly mini- 
mized or wholly eliminated, because all field ware- 
housing loans are self-liquidating. 


We shall be glad to work with you in developing 
any prospective credits you have in mind. If either 
you or we decline to go through with an operation, 
you are under no obligation. 


A free reference booklet 
‘Warehouse Receipts as Collateral’ 
is available on request 




































































HUNDREDS OF 
COMMODITIES ARE 
BASES FOR PROFITABLE 
LOANS— 


Airplenes . . .. .. at factories 
«+ keh es in brick yards 
Canned Goods . . . at canneries 
Clothing . . . at wholesale houses 
Coal. . . at mine and retail yards 
Cottonseed ..... at oil mills 
Distilled Spirits . . in rack houses 


Dried Fruit . . at packing houses 
Grains . . . at elevators and mills 
Livestock ..... in feeder pens 
Lumber at mills and wholesale yards 
SE i ac oem in coolers 
Be, sexta at distributors’ 
Olives .... in brine and cased 
Paperand Pulp . . at paper mills 
Radios .... . . at distributors’ 
Scrap Metal . . . . in junk yards 
Ee at cleaning plants 
ony eee at foundries 
Sugar. . at refineries and brokers’ 
ye in warehouses 

ere See at wineries 

dh: tae de che at woolen mills 

CREATING 


COMMODITY PAPER 
AGAINST INVENTORY 


A. T. GiBson, President 


Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION Since 1916 


New York: 52 Wall Street » CH1caGo: One N. LaSalle Street» BOSTON: 49 Federal Streete KANSAS City, Mo: Commerce Trust Bldg. 
Burrato: Liberty Bank Bldg. « St. Louis: Federal Commerce Trust Bldg. « SPOKANE: South 155 Stevens « FRESNO: 2030 Anna Street 
MINNEAPOLIS: 835 Plymouth Bldg. « Houston: 1001 Shell Bldg. « Dattas: Santa Fe Bldg. « SAN FRANCISCO: 37 Drumm Street 
Los ANGELES: W. P. Story Bldg. * PORTLAND, Ore: U.S. National Bank Bldg. « SEATTLE: 1014 Fourth Ave. South * HONOLULU, T. H. 





CERTIFIED ON CHECKs...LAWRENCE ON WAREHOUSE RECEIPTS 





ELIMINATES 
NEEDLESS 
SOPERATIONS 





Only on the Short-Cut Keyboard are ciphers written automatically. 
Thus, much of the work is done without touching a key. 


SEVERAL KEYS AT ONE TIME 


Only on the Short-Cut Keyboard can two or more keys be depressed 
at one time. This saves many needless operations. 


YUOCArFROLONOUNOUUOS UU 
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ENTIRE AMOUNTS IN ONE OPERATION 


Only on the Short-Cut Keyboard can an entire amount and the This tape nese ee eee 
orn ess 


motor bar be depressed together, thus completely adding or sub- operations can be gg yp the 
tracting the amount in one operation Burroughs, short-cut. method. guint 
g ow © operation. 35.00, ee as listed and added by 
depressing the 2, § and 6 keys and the motor bar 
Let the local Burroughs representative show you on your own work what all together, in one single 
the short-cut method on the Short-Cut Keyboard can actually mean to you. writing one 


figure at. 
6,712.70 was listed and a lec 
in two operations ad of seven. Thus, th 
UP a celtics -f-we Wo)oli ica |) Veli i-meel it -W ha Surroughs short-cut method eliminates 
DETROIT, MICHIGAN needless operations in writing any amount. 
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